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Who Wants 
“Big’ Customers 7 


We do, naturally. 

But make no mistake about it: We 
want the small investors too—as we've 
been saying for years — because we 
think the salvation of our system lies 
in broadening the base of business 
ownership .. . in getting more and 
more people, big and little, to own a 
real stake in American enterprise. 

Sometimes it seems to us that the 
little investor is showing a better un- 
derstanding of those opportunities — 
yes, and those responsibilities — than 
the man of greater means. Over half 
the people who make more than 
$10,000 a year don’t own securities. 

We think they’re missing something 
—something good for them and some- 
thing good for America. 

Who wants big customers? We do. 

And furthermore we think we can 
say that we've got the facilities and the 
services such customers need. 

We can say that with confidence be- 
cause among our satisfied customers 
we're happy to number at least as many 
so-called “big accounts” as any other 
broker in the country. 

Whether you demand dozens of fast 
executions each week... 

Whether you want a steady stream of 
fact and information about certain situ- 
ations, particularly stocks... 

Or, whether you only ask for an ob- 
jective review of your entire portfolio 
from time-to-time, we think you'll be 
satisfied with the service you get at 
Merrill Lynch. 

If you'd like complete details on just 
what that service consists of, simply 
call or write— 


WALTER A. SCHOLL 


Department §-22 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 
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SHARING THE NEWS, as the William H. Zins family is doing here, is just one of the many uses of the telephone. Its daily use 
is closely interwoven in our personal lives, health and safety and in the whole fabric of our social and business activities. 


More and More Families have TELEPHONES 


...and there are more and more 


families to want them! 


We are in a period of the greatest 
expansion telephone service has ever 
known. In the few years since the war 
the Bell System has grown about as 
much as it had during the whole 


prev ious 70 years of its existence. 


More and more families have tele- 
phones and there are more and more 
families to want them. We Americans 


are increasing tremendously in num- 


bers. We are building and living in 
more homes. We are spreading out to 
the suburbs and our suburbs are cover- 
ing much wider areas. Clearly our 
present-day kind of life steps up the 
need for communication services. 


Through the post-war years, the 
Bell System has added more than 
22,000,000 telephones, bringing the 
present total to over 44,000,000. 


Despite this tremendous increase 
in telephone service, we still have a 


great deal to do. It is our desire not 


BELL TELEPHONE SYSTEM oN 


only to keep abreast of the public’s 
telephone needs at all times, but also 
to anticipate those needs just as much 
as we can. 

We intend in every practical way to 
fit our services to the individual needs 
of each customer. 


As we make our service better and 
faster—as we make it more attractive 
and even easier to use—that will stimu- 
late additional use of the telephone. 
In short. the better we do our job, the 


more of it we shall have to do. 
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Industry 


Business 


The Trend of Events 


THE GUARANTEED WAGE—A MILESTONE IN AMERI- 
CAN INDUSTRY... With Ford having accepted the 
principle of the guaranteed wage, it is obvious that 
a profoundly important trend in the relationship 
between employer and worker has been inaugurated. 
From now on, it may be expected that the trend to 
the guaranteed wage will spread to the other major 
industries and, ultimately, to all industry and busi- 
ness. While it is necessary and desirable to provide 
continuity of employment to the nation’s workers, 
this new development must inevitably increase the 
cost of production unless productivity can be in- 
creased sufficiently to match the new burden of 
financial protection which industry will be called 
on to bear. Mr. Reuther has won a significant victory, 
but he is now acutely responsible for affording the 
highest possible degree of cooperation with industry 
in order to effect the change without risk to indi- 
vidual businesses, let alone the national economy. 
It is plain to see, of course, that we now must deal 
with a new, unknown quantity in business, the out- 
come of which must inevitably remain uncertain for 
a long time to come. 

THE STOCK MARKET INVESTIGATION ... The Fulbright 
Committee (Senate Banking 
and Currency Committee) re- 
vealed few surprises in its re- 
port on the stock market. On 
the whole, despite the acrimo- 
nious start of the investiga- 
tion, the majority findings 
showed less partisanship than 
might have been expected, 


ness 


though the minority report 
clearly contained political 


overtones, which had been in- 


We recommend to the attention of our 
readers the analytical discussion of busi- 
trends contained in 
“What’s Ahead for 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


jected quite early into the proceedings by Senator 
Capehart. Aside from this contretemps, the report is 
in many ways a valuable contribution to public 
understanding of the workings of the stock market. 

The prime purpose of the investigation was to ex- 
amine the obviously unwholesome market symptoms 
which came into evidence after the November elec- 
tion with the increasing preoccupation of the public 
in general with stock market speculation. The Com- 
mittee’s report does, indeed, make a finding to the 
effect that speculative activity had become excessive 
and that an undue amount of credit was being divert- 
ed into such speculation. Wisely, however, it took 
no position on the question as to whether stock prices 
were or were not too high. 

The Committee took pains to analyze the relation- 
ship between stock market credit and prices and 
came to the conclusion that the rapid expansion of 
customers’ debit balance from $1.7 billion at the start 
of the bull market in September, 1953 to $2.75 billion 
at the end of April, the largest advance in nearly 20 
years, had greatly facilitated the extreme rise in the 
prices of many stocks. To prove the point, reference 
was made in the report to the sharp increase in 
short-term trading and to the 
relative decline in long-term 
investment, which took place 
in the months directly after 
the last elections, as indicating 
the changed character of stock 
market activity during the 
height of speculation. 

There is no reason to dis- 
pute the accuracy of these 
findings. It is more than a co- 
incidence, for example, that 


column 
This 


our 
Business?” 
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the volume of transactions, including short-term 
trading, declined abruptly after the Federal Reserve 
increased margin requirements, particularly after 
the second advance which placed margin require- 
ments at 70%, thus showing the direct connection 
between stock prices and market credit during ex- 
treme phases of speculation. The Committee report 
implies that stock speculation can be further reduced 
with successive increases in margin requirements. 
Presumably, it would favor a 100% margin should 
stock market activity again expand to recent high 
levels. 

So far the operations of the stock market, as a 
whole, are concerned, it is obvious that the Com- 
mittee felt it should not, at this time, go beyond stat- 
ing the relevant facts. It made no hard-and-fast 
recommendations, aside from advising a further 
study into proxy fights and margin trading; for 
regulation of principal phases of the over-the-counter 
market; and for the elimination of abuses in the 
sale of that class of stock (penny stocks) not yet 
covered by statute. 

Only those who have no real interest in the con- 
structive long-term value of genuine investment and 
who are only concerned with immediate returns will 
fail to welcome the Senate inquiry and its judgments. 
All will agree that the Committee’s concern with the 
excessive market speculation which had manifested 
itself at the end of 1954 and early 1955 was justified 
since the dangers to the economy inherent in pro- 
longed and wild market activity are obvious. 

Recommendations for reforms and improvements 
of the market mechanism are always in order. There- 
fore, the Senate findings should be viewed without 
prejudice and accepted as a real contribution in the 
interest, not only of a healthier stock market, but in 
the interest of the economy as a whole. In view of 
the strategic position of the stock market in this 
country, nothing could be more important for the 
nation. 


DOING IT OURSELVES ... This year the spreading 
do-it-yourself craze is expected to pass the six- 
billion-dollar mark in household maintenance, repair 
and expansion expenditures. That will be more than 
half the total spent for such purposes. 

The proportion of actual to potential spending in 
this classification is really more than 50 per cent, 
because the Census Bureau grouping includes pur- 
chases of such things as refrigerators and ranges, 
which no one can make for himself. 

As might be expected, makers of paints, hand and 
power tools, millwork, plywood, ready-pasted wall- 
paper and a thousand other materials and articles 
are rushing to get in on this great new market. 
Seventy per cent of all house paint, say manufac- 
turers, is spread on by amateurs; 60 per cent of all 
wallpaper the same. 

The phase of do-it-yourself that invites study by 
the thoughtful is that it represents an about-face 
from the theory of division of labor which has made 
this country great. America is primarily the land 
of don’t-do-it-yourself-if-someone-does-it-better. This 
is true even within the specialized industries. The 
shoemaker buys a machine to do his stitching. 

Now, reversing this proved means to better living, 
the householder is told that he can elevate his living 
standard by becoming part-time decorator, carpen- 
ter and cabinet maker. Except for the psychological 


324 


value such activities have for the specialized worker 
who has been doing the same thing over and over 
during the week, this can only be true because of 
distortions of the work pattern of our civilization, 
brought about by labor and tax laws. 


The householder who hires an artisan must in 
most cases do so at rates set by what the same man 
could earn working for an industrial company which 
has for a decade found it easy to pass along its costs. 
If the one who wants the work done tries to pay for 
it by working an extra day at his own trade, he 
runs into two other barriers: His employer is re- 
luctant to extend his workweek, because of punitive 
overtime. The worker himself finds his income-tax 
payments increasing, so that his overtime must pay 
not only the hired artisan but the Internal Revenue 
Service. 


No wonder he finds it cheaper to bypass the whole 
division-of-labor system, and do-it-himself. It is 
cheaper, immediately, if the worker is competent 
enough to do a passable job. Whether it is cheaper 
for the whole country in the long run, or whether 
this is a danger sign that we are building trouble 
into the economy with some of our social reforms, 
is one that must wait for an answer. 


POPULARIZING EUROPEAN SECURITIES . . . The initia- 
tion of dealings in an increasing number of foreign 
securities in the New York market is one of the more 
interesting recent developments in the field of invest- 
ments. Interest among American investors in foreign 
shares, unlike foreign bonds, has never been keen. 
In fact, listing of these shares on the New York Stock 
Exchange has been heretofore limited to only a few 
of the better known foreign companies. Due to the 
effort of a leading New York bank, however, it now 
appears that a number of the more prominent British, 
Dutch and South American shares will be listed 
through a deposits receipt system, whereby Ameri- 
can investors would receive, on purchase, certificates 
of deposits representing their pro rata ownership in 
the number of shares of the foreign company made 
available to trading in United States markets. For 
the time being, such transactions apparently will be 
limited to the New York Stock Exchange. 


In the meantime, direct participation on an in- 
creasing scale by American investors in various 
European Stock Exchanges has been noted and is 
being reflected in higher prices for selected stocks. 


Stimulation of American interest in foreign shares 
is due to recognition of basic economic improvement 
in some leading Western European countries and to 
growing appreciation in this country of the invest- 
ment attraction of representative, leading foreign 
shares. One of the more important factors in the 
growth of American interest in shares of foreign 
countries is that many of these companies pay divi- 
dends at a traditionally liberal rate, with yields cur- 
rently somewhat greater than those obtainable in 
comparable U. S. issues. 

It should be noted however, that this yield of in- 
vestment is more suited to the sophisticated and ex- 
perienced investor who is closely in touch with for- 
eign business conditions and well acquainted with 
those individual shares about to become available to 
trading in the New York market. But ordinary in- 
vestors will probably do well to avoid this field and 
stick to those issues at home with which he is more 
familiar. —END 
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As J See Jt! 


By JOHN CORDELLI 


TOO VALUABLE A CARGO TO BE DROPPED 





- oe often amaze the world with the 
profligacy with which they dispose of their natural 
resources but, in some respects, the national wastage 
ensuing from the automatic retirement of our most 
active and able business leaders at a comparatively 
early age in this era of increasing longevity, is even 
more deplorable. 

In recent years, a new pattern has emerged in the 
conduct of our industrial and business management. 
More and more companies have adopted the policy of 
retiring chief executives at arbitrary age limits, gen- 
erally between the ages of 60 and 65. But, as so fre- 
quently happens, this is precisely the age when these 
leaders normally function with the greatest assur- 
ance and effectiveness. The result is that by pre- 
maturely severing these executives from their jobs, 
companies may unnecessarily deprive themselves of 
creative spirits nurtured through years of intensive 
experience and which are virtually irreplaceable. 

It is true that, in preparation for the retirement 
of their chiefs, companies may prudently arrange 
for a successor, generally chosen from the ranks of 
the top echelon of their executives. While the smooth 
transfer of responsibility is thus more or less as- 
sured, nevertheless forfeiture of the special talents 
possessed by the previous incumbent and which were 
decisive in the growth and prosperity of the company 
may not be fully compensated for despite the smooth 
change-over. In the long run, the loss of such highly 
individualized capacities, which have been borne to 
full fruition only after many years of most serious 
application to the job, can be costly. Far better, it 
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The top executives of 
the U.S. Steel Corp. 
Reading from left to 
right: E. M. Vorhees, 
Chairman Finance Com- 
mittee; B. F. Fairless, 
retired Chairman; R. M. 
Blough, the new Chair- 
man, and C. F. Hood, 
President. 


seems to us, would be to retain the services of retir- 
ing chiefs and thus secure the benefit of their counsel, 
unless, of course, illness made this impossible. In this 
way, the company could assure itself the valuable 
services of both old and new chiefs, though respon- 
sibility for its direction manifestly must become the 
province solely of the new head. 

Many recent instances of enforced retirement of 
industrial leaders come to mind but none is more 
interesting in its implications than that of Mr. B. F. 
Fairless as Chairman of the U.S. Steel Corp. At 65, 
the compulsory age of retirement for the corpora- 
tion’s chief executives, Ben Fairless was at the very 
apex of his powers as a brilliant organizer. For years, 
he contributed powerfully to the remarkably rapid 
development of his giant corporation. In fact, at the 
very moment of his retirement, he was actively en- 
gaged in supervising the enormous expansion of his 
company’s facilities which indeed, had had its main 
impetus in the years of his chieftaincy. Nevertheless, 
he had to step down, due to reaching the statutory 
age of retirement, albeit to a very worthy successor, 
Mr. Blough, the vice-chairman. Unlike many other 
corporations, however, which, in similar circum- 
stances, part permanently with their retiring heads, 
the U. S. Steel Corporation wisely retained the ser- 
vices of Mr. Fairless as director, in which capacity 
no doubt he will be able to continue to give effective 
counsel to his company. This is an example that 
should be followed by other corporations which are 
in danger of losing valuable executives through 
retirement. (Please turn to page 384) 
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Market Increasingly Selective 


Present indications appear to promise some extension of the bull market. It should be 


relatively modest, if speculative excess is to be avoided or deferred. The case for longer- 


term retention of good stocks is much stronger than that for new buying at this level. 


Sound portfolio management continues to require prudence and close discrimination. 


By A. T. MILLER 


~ & market remains highly mixed, featured 
by some fairly sharp advances in a small minority 
of individual stocks and by some fairly sharp de- 
clines in a still smaller minority of others. It is a 
market which invites discriminating switching 
operations to improve portfolio positions, to reduce 
risks, to clinch profits on amply priced stocks, to 
enhance profit potentials. That is not without pit- 
falls. It requires intelligent analysis of relative 
stuck values and prospects. It is far less simple than 
profiting in more or less standard market favorites 
wien you have the aid of a fairly general, strong, 
sustained upward trend, such as that prevailing 
during most of last year. Contrasting with that, the 


1955 market to date has been much more of a zig- 
zag affair and more selective, resulting in only a 
moderate net extension of the upward trend since 
the end of 1954. That means that, while some stocks 
have been highly rewarding holdings so far in 1955, 
more have either advanced little or lost some ground. 

So far as the daily averages can tell the story, the 
over-all direction was upward over the last fort- 
night, extending the upswing from the reaction lows 
recorded in mid-May on a relatively mild three-week 
sell-off from the late-April highs. For the Dow 
industrial and rail averages, the latter are the bull- 
market highs to date. At last week’s close, both 
averages were within very close striking distance 
of those highs, suggesting an imminent 
test of them. Trading volume showed 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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some tendency to expand on strength 
in stock prices in recent days, after 


oe having contracted in May to the lowest 
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portant added rise, although the benefit 
of the doubt always has to be given to 
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we the hopeful side in such a situation. 


It could amount to a modest extension 
of the bull market, followed by a cor- 
230 rective downswing along the lines of 
| | the previous 1955 pattern, featured so 
. far by three sell-offs and three up- 
swings, including the present one. Nor 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


would a backing away from the vicinity 
of the April highs, without definite 


220 penetration, imply important decline. 
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That might be merely a back up for a 
new try. The upside does not have the 
benefit of seasonal upward tendencies 
in June. Over the years, the month has 
brought almost as many net declines in 
the averages as net advances. However, 
two things can be said: (1) the imme- 
diate technical indications, while not 
conclusive, are at least on the promising 
side; and (2) there is a pretty strong 
upward seasonal bias in stock prices 
in the great majority of years in either 
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July or August or both. So the odds 
would seem to be for at least some ex- 
tension of the bull market within no 
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housing boom. Steel orders 
continue to run ahead of 
capacity. Opinion in the 
industry is that nothing 
worse than the usual sea- 
sonal summer let-down is 
likely, and that it will be 
followed by a good rebound. Among members polled 
by the National Association of Purchasing Agents, 
33% expect that second-half business activity will 
be above that of the first half, 42% think it will 
equal the first half, and 25% think it will moderately 
lower. These opinions and those of steel executives 
may or may not prove right. They are cited here 
as indicative of current sentiment and sentiment 
itself can influence business and the market. 

(3) Raised sights on second-half prospects mean 
correspondingly higher hopes as regards full-year 
corporate earnings and dividends. A strong fourth 
quarter and confidence of continuation of good 
business into 1956 would considerably “sweeten” 
the usual heavy flow of year-end extra dividends. 
Total 1955 payments promise in any event to set 
a new all-time record by perhaps something like 
7% to 10%. Aggregate earnings may remain moder- 
ately under the previous peak reached in 1950. How- 
ever, those of larger companies, of the types repre- 
sented in the Dow industrial stock average and 
other similar indexes, probably will set a new 
record. Their gain over 1954 is tentatively projected 
at between 15% and 20%. 

(4) Market action itself, as usual, affects senti- 
ment. Investors and traders have been encouraged 
by the fact that the April-May reaction halted well 
above the March lows, which in turn were moder- 
ately above the January lows; and by the subsequent 
upturn, with its increased momentum and volume 
in recent days. 

(5) Increasing belief that President Eisenhower 
will seek and gain reelection. This is important. 


6 
5 
cated flattening out of the ; 
2 
‘ 
°o 








JUNE 11, 1955 











aa | 
DOW JONES __ -j40 fat 77 mies 
ek _ ud 
oa | hr wurer dll! I = 
ea! | 310 
es 
+i} + eset 20 
| | 1101 
60 | tt ae 
; - 67 - 100 
| | | cat [] [_ tom jones on 
- i i ++ iL -—HNno 
65 Inylle pr ge Fae ++} — - U1 Litt) ii m 
| pow yonss | | ig ttt te ee 
| ures |, tttat 
T v T T 10 
Volume N. Y. Stock Exchange _ "umes He 
i EB MILLIONS OF SHARES ttt 
«0 















































If “Ike” were taken out of the picture, the impact 
on investment and business confidence would be 
sharply adverse. 

Against all of that, the market as a whole is at 
an advanced, even if not extreme, level. Average 
price-earnings ratios are at a medium level, well 
below those at past market highs. Average dividend 
yields on representative industrials are only slightly 
above 4%, compared with over 6% during much of 
the period 1949-1953. They were appreciably lower 
(around 3.25% and 3.50% respectively) only at 
the 1929 and 1946 bull-market tops. The wide 
earlier spread of stock yields over bond yields has 
been greatly narrowed, and bond yields recently 
have continued to edge higher under tightening 
money-market conditions. 

The logical medium-term possibilities would seem 
to be: (1) a relatively modest extension of the bull 
market, if realistic investment considerations pre- 
vail; or (2) a revival of speculative tendencies, 
despite 70% margins, after recent months of quiet- 
ing down. The latter could lead to excess, bringing 
the top of the market nearer, and would e vigor- 
ously opposed by the monetary authorities. 

There is more to be said for holding long-term 
positions in sound stocks, subject to reasonable 
reserves, than for new buying at this stage. The 
latter poses an increasingly formidable problem for 
individual and institutional investors with surplus 
funds to employ. They have a choice of waiting for 
market set-backs or of shopping around for “fair- 
to-middling” values in a market stripped of bargains. 

—Monday, June 6 
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The New Shape of 


DEFENSE 
SPENDING 


By McLELLAN SMITH 





~ 

he broader implication of the Pentagon de- 
sire to reduce military manpower wasn’t even men- 
tioned in the Congressional discussions but it should 
have been clear from the start: it is another, albeit 


the most expansive, stride in the transition from , 


men to machines as the main components of the 
defensive-retaliatory force. 

To reduce the marching armies, to be sure, means 
more money for a hard-hitting air power, atomic 
weapons and guided instruments of destruction. But 
that’s not the immediate objective. It would be al- 
most impossible—and debates underscore this—to 
win over to “push-button” warfare a Congress 
steeped in the military traditions of marching men, 
line-on-line; to bring into acceptable focus for the 
lawmakers a mobile, transportable military might 
with maghines that do everything but chart the at- 
tack and defense. So the first tactic is to bring those 
instruments into play; then a streamlined man- 
power falls naturally into place. 

Opposition to this change, as expressed in resist- 
ance to manpower cuts, overlooked the fact that the 
planned block could hardly be effective in any event. 
It’s as simple as this: The Pentagon wants and is 
planning for a “New Look” which has President 
EKisenhower’s indorsement if, in fact, he is not its 
author. No military budget is mandatory to a degree 
which can hamstring a Commander-in-Chief, render 
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him powerless to make changes. Congress appropri- 
ates “X” dollars to maintain and equip the armed 
forces, and suggests the money’s allocation between 
“equipment” and “armed forces” (the latter in the 
narrow meaning of manpower). If the White House 
and the Pentagon believe the times demand a 
switch of emphasis, that’s what will happen—what 
is happening, despite some Congressional assertion 
that contemplated manpower cuts are dangerous to 
the safety of the nation. 

White House and Military thinking at this mo- 
ment is that the time has arrived to shift gears, get 
into the mechanical military age with full speed. 
The line of thought has been intensified by recent 
intelligence reports of Russia’s stepped-up air power, 
particularly in the area of intercontinental bombers; 
ergo, the changeover to the mechanical will be made 
with all the celerity the nation’s industrial structure 
is capable of. If industrial capacity is deficient, the 
deficiency will be overcome through needed expan- 
sion at a pace typical of industrial know-how. 

The military budget for the fiscal year beginning 
July 1, is $32.2 billion, $3.4 billion more than was 
appropriated in the current fiscal year. Analysis of 
the budget requests for Air Force, Army, and Navy, 
point up the so-called New Look in defense—reveal 
the swing away from manpower to machine power. 

THE MAGAZINE OF WALL STREET 


It 
frc 
it « 
mo 


is | 
no 


ba 
of 

sib 
of 

the 
au 
cia 
we 


cul 
mo 
cal 
pre 
pre 
mo 
dee 
ato 
the 
In 

ule 
at | 


4 


2c 








JUN 


,“" 





opri- 
rmed 


ween 
1 the 
louse 
id a 
what 
rtion 
us to 


mo- 
, get 
peed. 
scent 
wer, 
ers; 
nade 
‘ture 
» the 
pan- 


ning 
was 
is of 
avy, 
veal 
wer. 
REET 





It can be noted the House has pared $744 million 
from the President’s request for $32.2 billion; and 
it can be confidently forecast the Senate will restore 
most of the slash. Traditionally, the Upper Chamber 
is more liberal with funds for the Armed Forces. 

The Air Force gets all of the $3.4 billion hike, but 
not entirely at the expense of other branches of the 
Armed Forces—the Administration has made cut- 
backs in practically every Department and agency 
of the Government. These economies make it pos- 
sible to offset the ‘“‘New Look” without impairment 
of the Army, Navy and Marine Corps, even though 
they are to experience some personnel cuts, and re- 
duction of funds for other activities heretofore asso- 
ciated with striking power in terms of men bearing 
weapons. 


Where the Increase Will Go 


It is in area of new aircraft and related pro- 
curement—parts, electronic equipment, etc.—that 
most of the increase will be spent. The 1956 budget 
calls for $6.1 billion, a 121 per cent jump over the 
present fiscal year when only $2.76 billion was ap- 
propriated. It means the Nation is moving much 
more rapidly toward the planned 137-wing Air Force 
deemed necessary to offer effective resistance to 
atomic and thermo-nuclear attack, and to provide 
the means for almost instant “‘massive retaliation.” 
In summary, it points to an around-the-clock sched- 
ule for the aircraft industry for some three years, 
at a very minimum. 


And, as the aircraft industry moves into high 
gear, the electronics industry must accelerate at an 
almost equal pace. This is borne out by the 1956 
budget of $400 million for Air Force electronic 
equipment, for which only $274.3 million was appro- 
priated this fiscal year. The $400 million is for pro- 
curement, largely for ground-to-air and air-to-air 
missiles. In addition, research in this area is tabbed 
to cost $500 million, an $81 million increase over 
the 1955 appropriation. Other Air Force budget fig- 
ures which indicate the trend from men to machines 
in modern defense include a $300 million increase 
in the estimated cost of maintenance and operations, 
a $40 million increase for the Air National Guard, 
a $10 million increase for the Air Force Reserves 
and a $300 million increase for civilian employees 
in the prosecution of research. 

Is this stepped-up effort to build the Air Forces, 
partially at the manpower expense of our “marching 
armies,” needed or wise? Perhaps the best answer 
was recently given by Brig. Gen. Thomas R. Phillips, 
USA-retired, military analyst. 

“A single thermo-nuclear weapon could make a 
gap 20 miles wide and 20 miles deep in an enemy 
line. Thirty bombs would create a wholly 
destroyed, burned and vaporized zone from the 
Baltic Sea to Switzerland 20 miles deep. 

“Gen. Omar N. Bradley, former Chairman of the 
Joint Chiefs of Staff, once said that if we had no 
sizable ground forces in Europe, the Russians 
could place their soldiers 100 yards apart and march 
across Western Europe despite our atomic weapons. 
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The thermo-nuclear bomb spoils this statement. It 
has been estimated that a one-megaton bomb would 
kill 17,000 men in such a dispersed formation and 
a five-megaton bomb would kill 39,000 and a 10-meg- 
aton bomb 50,000. 

“In the face of such capabilities, ground warfare 
as it is currently conceived can no longer exist in 
war between atomic powers.” 

Those brief paragraphs of Genera] Phillips amply 
illustrate just what could happen to some of our 
key industrial centers if we should be without the 
radar network for adequate warning to an Air 
Force capable of intercepting enemy sky raiders, and 
an Air Force an enemy knew capable of dealing like, 
or more terrible retaliation. An intercontinental 
thermo-nuclear attack would relegate marching 
armies to the category of policemen to restore order 
in our own country, not to storm the beaches of 
some enemy 6,000 miles away! 


The Man-Power Cutback 


Examination of the 1956 budget for the Army 
points up the manpower cut back planned by Penta- 
gon and White House. The 1955 appropriation for 
personnel (marching men) was slightly in excess of 
$4.1 billion; the 1956 budget contemplates the ex- 
penditure of $690.4 million less, a 20 per cent reduc- 
tion to a total of around $3.5 billion, which covers 
the recently approved pay hikes for career person- 
nel and specialists. In brief, it means a reduction of 
around 243,000 men “in the ranks.” 

Close inspection of the Army budget does not re- 
veal itemization of expenditures for tanks, vehicles 
and weapons. For security reasons they are lumped 
in a general fund labeled “Maintenance and Opera- 
tions.”” Elsewhere in the budget request are indica- 
tions of the Army’s shift to mechanical warfare and 
an expanded Reserve which looks toward the stream- 
lined military organization which will be the “brain- 
power” directing the machines of future defensive- 
retaliatory warfare. Although the 1956 budget for 
maintenance and operations is about $39 million 
more than the 1955 appropriation of $2.8 billion, 
this is not enough money to account for any expan- 
sion in expenditures for ordnance—tanks, vehicles, 
guns, ete. 

Smaller items in the 1956 Army budget accentu- 
ate the shift to be made—less men in the active 
services, more specialists in the Reserves. Military 
construction for the Reserves is more than doubled, 
moving from $15 million to $31 million. Pay for 





reserves is hiked by $40.3 million, and the estimate 
for the Army’s Air National Guard is upped by 
$76.3 million to $294.8 million. 

It has been three years since the Defense Depart- 
ment has published figures on Army items being 
purchased, but considerable publicity has been given 
to procurement for the Air Force. Doubtless this 
course has been pursued for two excellent reasons— 
secrecy with respect to one branch of the service 
can be confusing to an enemy, while open statements 
(in terms of dollars without reference to types of 
planes) can act as a deterrent to those nations who 
might think of waging air war against the United 
States. 

The Navy budget for the coming fiscal year re- 
flects the shift from men to machines, despite the 
fact that its aircraft procurement request seems 
sharply curtailed. In 1955, Congress appropriated 
$1.9 billion, plus, for new Navy planes, while the 
1956 budget calls for only $753 million, a $1.2 bil- 
lion drop. Closer inspection of the budget reveals 
that in 1955 Navy spent less than $800 million of 
its appropriation for new planes, leaving a $1.4 bil- 
lion carryover. Add this to the 1956 budget of $753 
million and it becomes apparent that Navy’s 1956 
expenditures for aircraft may approach $2.2 billion. 
The lag in 1955 aircraft procurement may have 
been due to lack of ships to transport the planes— 
in brief, a possible shortage of aircraft carriers 
capable of mothering the planes that carry the 
dreaded A and H bombs. 


Expanding the Shipbuilding Budget 


This thesis finds support in Navy’s 1956 ship- 
building budget of $1.3 billion, a $275 million jump 
over the 1955 appropriation, from which there is a 
$458 million carryover. Again, the budget reveals 
a shift from men to machines in a $114 million in- 
crease in the estimate for aircraft facilities includ- 
ing guided missiles procurement and research, while 
an entirely new budget item of $496 million for 
“Navy Military Procurement,” including “guided 
missiles and ancillary equipment, electronic equip- 
ment and material for air and ship operations” gives 
further indication of our sea arm’s shift away from 
manpower. 

The budget for Navy manpower is $2.3 billion, a 
$100 million drop from the 1955 appropriation, after 
allowance for recent pay increases to all uniformed 
personnel. The manpower cut is further pointed up 
in the 1956 budget for (Please turn to page 370) 











The Administration's defense program for 1956 is based on 
the principle that the utmost in security for the nation depends 
on the speed with which our armed forces can be mechanized. 


phasize the swing away from manpower to machine power. 


This means that even greater sums than in the past will be 


the streamlining of manpower in the armed forces, will go a 
reduction in appropriations for uniforms, food, vehicles, small 
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spent on such equipment as: military aircraft and related 
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| arms and other items related to the individual soldier. 





In recognition of this fact, the next defense budget will em- 4 


industries; electronics; heavy machinery and shipbuilding. With 2 
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Is Industry 


Expanding Capacity. 


Too Rapidly? 


SY, the context of the short-term business 
outlook, it is now generally agreed by most analysts 
that business demand for plant and equipment is 
again on the rise. As of mid-year, the evidence to 
document this rise is rather substantial, although 
there is little factual information about the rate at 
which it is progressing. 

But what is surprising, and very encouraging, is 
that it is occurring at all. For the plain fact is that 
since the end of World War II American busi- 
ness has ploughed back the astonishing sum of $200 
billion into new productive facilities—by far the 
largest wave of expansion ever experienced in this 
or any other country. Even granting the enormous 
growth of the American market in these years, the 
swelling volume of capacity has already converted 
postwar shortage into an intensely competitive 
abundance of virtually everything. 

Yet, faced with this abundance, American busi- 
nesses are actually increasing their outlays for big- 
ger and more efficient production. What are the well- 
springs of this urge for expansion? Is it well-advised, 
or ill-advised? How long will it last? What are its 
consequences for the business system as a whole? 


The Shape of Current Expansion 


In its initial survey of business spending plans 
for plant and equipment, conducted in January and 
February, the Department of Commerce found that 
the first quarter of this year will evidently have 
marked the end of a comparatively mild downtrend 
in capital outlays that began at the onset of re- 
cession in late 1953. The survey found that in the 
second quarter of 1955 the rate of capital spending 
would shift sharply upward from about $26 billion 
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in the first quarter to about $27.4 billion, and that 
this rate would presumably prevail throughout the 
last half of the year. For all of 1955, business re- 
ported capital spending plans totalling $27.1 billion, 
or about 1% more than in 1954. 


These findings were actually considerably more 
impressive than they appear at first blush. The Com- 
merce Department has found, in previous surveys, 
that the farther ahead it looks, the more it tends to 
understate the future rate of investment outlays. 
The reason for this systematic understatement is 
simple enough: a large number of businesses simply 
do not plan capital outlays very far in advance, and 
hence report few or no plans even when it is en- 
tirely probable that they will spend considerable 
amounts in the forecast period. Given the upturn 
in capital outlays in the second quarter, it is now 
very probable that outlays will continue to rise 
throughout 1955, and that the Commerce Depart- 
ment’s annual forecast for the year as a whole will 
be considerably short of the actual level of expendi- 
tures. In fact, it would not be at all surprising if 
capital outlays at year-end were running close to, or 
even above, the record rate of $28.8 billion recorded 
at the peak of the 1953 boom. 


And, since the Commerce Department survey was 
published, there has been a lot of additional evi- 
dence that a vigorous and prolonged upturn in capi- 
tal outlays is under way. A detailed survey by 
McGraw-Hill, released in April, finds that 1955 
spending for new plant and equipment will exceed 
1954 not by 1%, but by 5%, which would put it at 
a new record level of about $28.5 billion. These find- 
ings also point to continued strength in capital 
spending in 1956, and even in 1957 and 1958. 
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Emphasis on Expansion 


And in the past several months, these survey re- 
sults have been roundly confirmed by actual activity 
in the machinery industries themselves. Since the 
turn of the year, employment in electrical and non- 
electrical machinery plants has been increasing by 
almost 2% per month; new orders flowing into the 
offices of machinery companies have perked up 
sharply, and inquiries on prices and delivery terms 
are now reported to be better than at any time since 
the Korean war. The machine tool industry, a bell- 
wether for total plant and equipment demand, is 
recovering rapidly from its 1954 doldrums, and con- 
struction contract awards for new plants and com- 
mercial buildings have recently been running almost 
40% ahead of a year ago. 

And to top off this optimistic picture, it should 
be noted that a larger share of 1955 outlays will be 
going to expansion, and a smalier share to modern- 
ization, than was true in 1954. The upward shift in 
emphasis on expansion, as opposed to cost reduction, 
reverses a trend toward cost-reduction outlays that 
began in 1953. American manufacturers now expect 
to expand their aggregate capacity by about 5% in 
1955 (and another 11% in the years 1956-1958). 

The largest additions to capacity planned for 
1955 are in the chemical, paper and electrical 
machinery industries, and in the transportation 
equipment (excluding automobiles) industry. In 
these industrial sectors, output capacity will rise 
by 7% or 8%, and dollar outlays will run as much 
as 10% above 1954. In a number of other industries 
which have indicated a sharp rise in dollar outlays — 
primary metals, stone clay and glass products, and 
food manufacturing — most of the expenditures 
are directed toward modernization, rather than ex- 
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pansion. Industries which expect an actual decline 
in the rate of capital outlays in 1955, compared 
with 1954, are autos (where 1954 outlays were 
extremely high as a result of a sudden burst of 
modernization and retooling activities in connection 
with new 1955 models), rubber products, petroleum 
refining, and beverages. Relatively small increases 
in dollar outlays are anticipated in the textile in- 
dustries, and in miscellaneous manufacturing estab- 
lishments. 

In non-manufacturing industries, the 1955 rate 
of outlays shows a wide variation from 1954. In the 
“commercial” category, which includes office and 
loft buildings, warehouses, retail facilities, service 
stations, etc., a gigantic 15% increase is expected. 
Electric and gas utilities expect to spend about 5% 
more than last year, while mining and petroleum 
production companies expect to just about maintain 
last year’s rate. Railroad spending will be down 
about 4% from 1954, while expenditures on non-rail 
transport facilities and communications will show 
little change. 


Reasons For Expansion 


Underlying the renewed upsurge in capital outlays 
are three fundamental influences affecting invest- 
ment decisions in 1955. 

The first of these is a series of extraordinarily 
favorable developments in the flow of corporate 
funds. Following the business cycle peak in mid- 
1953, the rate of corporate profits, before taxes, 
subsided sharply for about fifteen months. Corporate 
profits recovered in the fourth quarter of 1954, 
and boomed in early 1955. The rate is now at about 
the highest point in post-war history. (Moreover, 
it has achieved this new peak without the help of 
any illusory inventory profit accompanying rising 
prices. In terms of true pre-tax earnings, the profit 
rate is now substantially above any recorded 
experience.) 

This recovery in profitability takes on particular 
importance because corporate tax liability is still 
fully $4 billion lower than at the peak of the 1953 
boom, mainly thanks to the expiration of the excess 
profits tax. And adjustments in the 1954 tax bill — 
including the provision of alternative depreciation 
methods — may well restrain the corporate tax bill 
throughout this year and ensuing years. As a result, 
corporate profits after taxes are now substantially 
above their levels of the last boom. 

But even this is not the whole story. Depreciation 
allowances are now running almost $2 billion above 
their annual rate in mid-1953, and they too are still 
rising. Result: the total internal generation of cor- 
porate funds — after-tax profits plus depreciation 
allowances — is now perhaps 20% above its level 
of mid-1953, and easily the highest on record. 

And even after allowing for about a $1 billion rise 
in corporate dividend payments, net cash inflow — 
retained earnings plus depreciation — is now run- 
ning at almost $25 billion a year, or as much as 15% 
above the previous record set in 1950. 


Heavy Inflow of Cash 


To top it off, corporations have also increased 
their cash to the tune of about $4 billion through 
reduction of inventories over the past year, with 
the result that they are in an extremely liquid state. 
In the first half of this year, that liquidity is required 
to some degree, because of heavy cash payments to 
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cline the Federal government against 1954 income taxes. tions to induce a vigorous rise in the spending plans 
ared (Because of the acceleration in income tax payments of business itself for a new plant and equipment. 
were involved in the Mills plan, corporations are paying But even this powerful combination of cash and 
t of | almost their entire 1954 tax liability in the first half short-term incentive to invest understates the full 
‘tion of 1955.) But in the last half, tax payments will power of today’s investment cycle. For beyond the 
eum be negligible, and the inflow of cash will be fully immediate future, in the eyes of business, appears 
ases available for use without endangering liquid posi- to lie a continuing, vigorous growth of America’s 
. in- tions. Result: a strong incentive to put the cash national and international markets that will mean 
tab- into fixed investment. a rapid multiplication of demands for America’s 
A second major influence on current investment manufactured goods. The ten-year projections of 
rate decisions is businessmen’s confidence with regard economic activity which have been such a popular 
the to the short-term sales outlook. In replying to the subject of research economists for the past few years 
and Department of Commerce survey early in the year, have evidently found their way deep into corporate 
vice manufacturers indicated that they expected, on thinking. The National Planning Association’s “The 
‘ted. average, a 4% increase in sales in 1955, relative to American Economy in 1960”; The Report of the 
5% 1954. Every major industry group expected some President’s Commission (The Paley Commission) 
eum increase, and in a number of heavy investment on America’s materials requirements in 1965 and 
tain industries the expected increases were substantial: 1975; The Department of Commerce’s ‘Markets 
own producers of nonferrous metals and products looked after the Defense Expansion”; and the Report of 
rail for a 12% rise; primary iron and steel producers, the Joint Committee on the Economic Report entitled 
how about 9%. Moreover, as the year has moved into “Potential Economic Growth of the United States 
the second quarter, sales expectations appear to during the Next Decade”: all of these explorations 
have grown considerably more favorable. of the long-term business future describe, in effect, 
Thus, the sales increase expected by the average a dawn of a new age of mass production for the 
producer has risen to about 7% ; chemicals, building largest domestic markets in history, in many cases 
ays materials, beverages, textiles, all showed sharp in- fully 50% bigger than today’s markets. 
est- creases in expected sales volume. In the final analysis, it is toward these distant 
And if a new survey were taken today, it would markets that American business is reaching out in 
rily doubtless find still higher expectations. With few its current expansion wave, and it is for this reason 
‘ate exceptions, optimism about the short-term outlook that the expansion wave is likely to be strongly sus- 
1id- is unanimous throughout manufacturing. And op-_ tained until or unless the long-term forecasts become 
ces, timism in manufacturing is now inducing higher no longer realistic. 
‘ate investment budgets in a number of non-manufactur- As a precautionary conclusion, however, it is 
54, ing areas; for example, the railroads, which were worth adding that few corporations are unalterably 
out anticipating a cut in capital outlays of as much as committed to these plans, and that if their sales 
yer, 11% in the Commerce Department survey, were expectations, now so sanguine, should turn sour, 
of down to only a 4% expected cut. A drop of almost they would readily reduce their anticipated expendi- 
ing 10% in outlays by mining companies had fallen tures on expansion. And even if sales expectations 
ofit to a mere 2%. (And the strength of copper, lead were to stay favorable, any serious damage to their 
Jed and zinc prices in the past few months has probably liquidity, through reduced profit margins, higher 
already eradicated even this small decline.) taxes and wages, or sharp declines in prices, would 
lar certainly curb expansion. The pressure behind the 
till Long-Term Trends present expansion wave is a complex product of 
53 In other words, an extraordinarily strong cash availability of funds and short-term, as well as 
ess position on the part of manufacturing corporations, long-term, optimism. A default of any of the three 
oan as well as in non-manufacturing industries, is inter- components could be reflected quickly enough in a 
ion acting with a very favorable level of sales expecta- general revision of investment plans. —END 
bill 
ult, 
ly How Manufacturers Are Expanding Capacity 
- | Index of Industrial Capacity (1939 — 100) 
ve Jon.1 Planned Percent Increase 
till 1946 1950 1952 1953 1954 1955 1958 1953-54 1954-55 1955-58 
or- | PRIMARY METALS. ...............sscscsseccsssesessseeseneeeseee 120 142 164 175 181 186 202 2% 3% 8% 
ion | Iron & Steel .... 112 126 140 147 150 153 164 2 2 7 
vel Nonferrous ....... 148 195 244 268 281 292 327 5 4 12 
| METALWORKING | oo...cccccccsnes 156 259 324 356 376 401 452 5 6 12 
ine | Machinery. ...cccccccssseseee 154 236 304 325 338 358 405 4 6 13 
Electrical Machinery . 175 325 400 452 488 522 600 8 7 15 
—_ | eee eee 104 153 196 202 214 223 245 6 4 10 
In- Transportation Equipment (incl. Aircraft)...... 243 288 423 495 520 562 624 5 8 1 
% RE SIIIIIIIIN cnccssssuneconsisiteienstniaonsehaensee 112 277 294 312 328 348 390 5 6 12 
CHEMICAL PROCESSING 0...........ccccsssecccssnseeeees 146 230 274 295 312 330 389 5 6 16 
a 172 293 357 393 417 446 544 6 7 22 
I i 151 225 262 278 292 312 362 5 7 16 
“RONAN RRSRREaTEET 153 207 241 255 273 287 316 7 5 10 
Stone, Clay & Glass .... 112 178 217 230 239 251 286 4 5 14 
ed Petroleum Refining 123 178 194 208 218 220 229 5 1 4 
eh I Oe I cinersinsisiciesnsinsiertonenentoniiais 117 143 157 162 168 176 192 4 5 9 
- ALL MANUFACTURING o...0........ccccccssssesccssneeesene 131 175 204 218 229 240 266 5 5 " 
ed 1—All other data as of end of year. 
to = — 
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West Coast Dynamism 


Builds Expanding Markets 


L. WALTERS 


By FRANK 


~ 

bt rapid industrialization of the Pacific 
Coast states, including the states directly bordering 
thereon, has the broadest implications not only for 
the economy of that region but that of the nation 
itself. Up to the outbreak of World War II, this area 
rather limped along, economically speaking, aside 
from the marked development of such natural re- 
sources as petroleum, timber and agricultural prod- 
ucts. Aside from these, about the only outstanding 
industry to bulk large in terms of revenue was the 
“movies”, located in Hollywood. 

The war wrenched the Pacific Coast loose from 
prime dependency on these activities and laid the 
foundations for an industrial and business empire 
that is destined to expand many times even its pres- 
ent size. With the war, came an enormous influx of 
population which, by now, has become firmly rooted 
in its new environment. This, in turn, has generated 
a regional demand from consumers and manufac- 
turers for products to be produced “on the spot’, 
rather than at points thousands of miles away. None 
of this, however, would have been possible without 
an expansion of banking and financial facilities to 
provide for the new growth. 

In previous years, borrowers found it difficult to 
secure adequate capital at reasonable rates with 
which to start new enterprises. Many of them were 
forced to depend exclusively on Eastern capital. 
Expansion of banking facilities, however, to a large 
extent made possible by the rapid growth of the 
Bank of America, helped to make the Pacific Coast 
region less dependent on outside sources for capital. 
This is a most important factor in the expansion of 
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Pacific Coast and nearby states. 

From the investor’s viewpoint, the growth of the 
Far West has opened up new horizons but a high 
degree of discrimination is needed to differentiate 
between the solidly placed companies, with large 
financial resources, and those which are not yet 
adequately established. 


Demand for Power Insatiable 


Growth of the region is real enough with people 
and business, in greater numbers than ever before, 
fastening onto the opportunities the area affords. 
Western dynamism has been sparked by such basic 
resources as power and even though costs of con- 
struction have risen in recent years, the streams of 
the Pacific Northwest, as an example, remain the 
nation’s cheapest source of electrical energy. 

Federal development of new projects has slacked 
off, but operating utilities in the Washington-Oregon- 
Idaho region now are working on new projects that 
would be too large for any one or two utilities to 
handle. Congress tossed more than $2 billion into 
this region in 20 years for Federal projects. Appro- 
priations in the last decade for power development 
facilities totaled $1,485,000,000. 

The growing population spurs the demand for 
more power. It is no secret that the greatest popu- 
lation growth in the land is taking place in Cali- 
fornia. Now second to New York in numbers (some 
13.5 million against the Empire State’s roughly 
15.7 million), California is expected to rank first in 
about a decade by growing 34.6% while New York 


THE MAGAZINE OF WALL STREET 





grow 
expa 
lion 
1965. 
basis 
42.55 
sus. 2 
Bu 
an € 
(kno 
in li 
Miss 
25,00 
tion | 
as 1 
$1,12 
in th 
amor 


Y 
We 


wealt 
perio 
from 
up to 
13.7 < 
15.4° 
from 
total 
1951 
ceede 
it wa 
1939. 
Int 
erals, 
cilitie 
maki 
migr% 
eign 
other 
time 
count 
looki1 
in ms 
of the 
much 


Wi 
old-es 
this r 
was i 
the 1! 
millio 
its ov 
1954 ° 
ord hi 
carrie 
ing 1 
This 
Moto1 
Sprin 

An 
West 
make} 
anoth 
about 
time, 
Frueh 
one ir 


JUNE 

















f the 
high 
tiate 
arge 

yet 


Y 


ople 
fore, 
yrds. 
asic 
con- 
is of 


the 


cked 
gon- 
that 
s to 
into 
pro- 
nent 


for 
opu- 
Jali- 
ome 
rhly 
t in 
ork 


EET 











grows only 11.4%. Washington and Oregon will 
expand almost as fast as California. Result: 5.5 mil- 
lion more people dwelling on the West Coast by 
1965. Fastest growing of all states, bn a percentage 
basis, is Nevada. It is due for a population rise of 
42.5% by 1965, according to the Bureau of the Cen- 
sus. Arizona is next, with an indicated gain of 39.3%. 

Business growth has been even more amazing. As 
an example, the Colorado Fuel and Iron Corp. 
(known in frontier days as Colorado Coal and Iron) 
in 1882 poured the first steel made west of the 
Missouri River. That year the company poured about 
25,000 ingot tons of steel. Today its western produc- 
tion is on the order of 1.5 million tons. As recently 
as 1939, California manufactures totaled only 
$1,123,000,000. That figure has risen some sevenfold 
in the intervening 16 years. California now is first 
among all states in construction. 


West Has Increasing Share of U. S. Wealth 


Western share of United States industry and 
wealth has climbed phenomenally in the post-war 
period. Its share of bank deposits rose to 12.9% 
from 9.1%, its part of the total national income was 
up to 15.2% from 12.4%, telephones to 15.1% from 
13.7%, motor vehicle registrations to 17% from 
15.4% and electrical energy production to 19.6% 
from 16.7%. As an example of rising buying power, 
total income of Californians topped $20 billion in 
1951 and in 1952 rose to $23,146,000,000. This ex- 
ceeded the 1945 figure by more than $9 billion and 
it was $18 billion higher than the pre-war total of 
1939. 

Into this empire of timberland, agriculture, min- 
erals, aluminum and steel manufacture, aircraft fa- 
cilities, shipping-railroad-airline networks, garment- 
making, electronic plants and hundreds more, come 
migrants from all over America and numerous for- 
eign lands. Many come because they are restless, 
others are attracted by what they saw during war- 
time service and still others by the sights they en- 
countered as tourists. Still others are pensioners 
looking for more comfort and leisure, only to decide 
in many instances to seek a livelihood instead. All 
of these groups, new to the area, find the West has 
much to offer. 


New Growth for Established Companies 


With the advent of new faces and new companies, 
old-established businesses are striking pay dirt in 
this region. Thus, the Union Pacific Railroad, which 
was issuing annual reports to stockholders back in 
the 19th Century, last year received more than $48 
million from sale of oil, gas and like products. And 
its over-all business boomed, too. Net income for 
1954 was at $69,623,000, off only 1.1% from the rec- 
ord high established in the preceding year. A smaller 
carrier, Western Pacific Railroad, reported that dur- 
ing 1954, 72 new industries were set up on its lines. 
This included construction of a $40 million Ford 
Motor Co. assembly plant, which started up this 
Spring. 

Another old established company that finds the 
West a magnet is Fruehauf Trailer Co., a leading 
maker of truck vans. Fruehauf is casting about for 
another trailer factory. The company is thinking 
about the San Francisco area and Seattle and, to save 
time, would prefer to acquire a plant already built. 
Fruehauf already has two plants in Los Angeles and 
one in Seattle, so this newest expansion only rein- 
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forces this company’s faith in the growing West. 

There is no better barometer of a region’s eco- 
nomic health than its utilities and railroads. And the 
utilities here tell pretty much the same story of 
growth and prosperity. Typical is Pacific Gas and 
Electric Co., which serves 46 of California’s 58 
counties. Last year, P. G. and E. surpassed all pre- 
vious records in sales of gas and electricity, gross 
operating revenue and number of customers served. 
Then there is Southern California Edison Co. As in 
each year since 1945, that company set several new 
records in 1954. Gross revenues of $155 million were 
$13.5 million higher than in the preceding year. To 
keep pace with territory growth, construction expen- 
ditures in the five years through 1954 averaged 
$68,819,000 per annum. For 1955 the construction 
budget will soar to a new peak somewhere around 
$80 million. Farther up the Coast, Puget Sound 
Power & Light Co. showed substantial gains and 
significant accomplishments on all fronts, which 
added up to the best year in that company’s history. 
It wound up the year with more of just about every- 
thing—operating revenues, net income, additions to 
plant, kilowatt-hour sales, customers and so on. But 
even 1954 is being dwarfed by the showing in the 
first four months of this year. 

In mid-May, the Far West’s stores were reporting 
a similar pattern. Gains were substantial, with year- 
to-year rises ranging to 21% at San Jose. For the 
year to date, department stores of the region were 
8% ahead of 1954, a slightly higher gain than the 
national average. Commercial, industrial and agri- 
cultural loans for the week ended May 11 were 
$3,344,000,000, up $24 million in the week. These 
loans were $249 million higher than at the same 
time a year earlier. Real estate loans showed gains 
of $11 million, to reach $3,235,000,000. 

A more striking picture of the growth that has 
taken place in the Twelfth Federal Reserve District 
—Washington, Oregon, Idaho, California, Nevada, 
Utah and Arizona—may be obtained from these fig- 
ures: Taking 1947-49 average as 100, we find that 
department store sales in the region averaged 33 in 
pre-war 1940, soared to an all-time high of 116 in 
1953 and receded to 113 in 1954. 

To many of our senior citizens in the East, who 
thought first and sometimes solely of motion pic- 
tures when the subject of California industry arose, 
it will come as a surprise to learn that California is 
the ninth largest steel-producing state. The raw 
steel capacity of that state now is 272% higher than 
it was before Pearl Harbor. Even more impressive 
is the expansion of finished steel product capacities 
in California. Its capacity for total hot rolled steel 
products now is nearly four times greater than it 
was 15 years ago. The number of finished steel prod- 
ucts made in California has been almost doubled in 
those 15 years. 

Indeed, percentage increases from pre-war days 
are astounding. The capacity for making wire rods 
is up more than 500%, capacity for galvanized sheets 
is higher by 220%, and tinplate capacity is about 
16 times greater. 


Rise in Steel-making Capacity 


At the start of 1955 the 3,154,000-ton annual 
steel-making capacity of the Golden State was lodged 
with seven companies, led by Kaiser Steel Corp. 
This company at Fontana turns out about half of the 
total. Bethlehem and United States Steel also are 
important steel producers in that state. The 1,485,000 
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Major Companies Growing with the West 





Atchison, Topeka 
and Santa Fe 


Operating revenues in 1954 were 
highest for any peace year. Oper- 
ating performance of this com- 
pletely dieselized system as 
measured by efficiency index of 
freight gross ton miles per train 
set new high. Operates over more 
miles than any other U. S. carrier 
and also is factor in oil, lumber, 
mining and real estate. 





Weyerhaeuser Timber 


Despite protracted strike in Doug- 
las fir region, 1954 net income was 
near record level. With construction 
humming around country, should 
enjoy continued boom in sales of 
lumber, plywood and allied prod- 
ucts. Also should benefit from brisk 
demand for pulp and paperboard 
items. 





Homestake Mining 


Giant gold miner is likely to have 
slightly smaller earnings from this 
business in 1955, due to lower 
grade ore and rising costs. Uranium 
leases on Colorado plateau ex- 
pected to be profitable. Company 
prepared to invest in stocks of 
other firms, even if they are not 
in related field. 





Pacific Telephone 
& Telegraph ... 


Continued heavy demand for ser- 





vice will require large expenditures 
for construction over next several 
years. Serves Coast states, Nevada 
and northern Idaho. 





Douglas Aircraft 


Kingpin of the aircraft industry 
recorded in 1954 post-war highs in 
sales, earnings and dividends. In 
the world struggle for air suprem- 
acy, Douglas has vital role to play. 
Set new record in commercial avia- 
tion sales and achieved wider di- 
versity of products and services in 
year. 





Crown Zellerbach Corp 


Fiscal year that ended April 30 
should reflect high output and 
sales of this well-integrated paper 
producer. Has acquired greater 
timber holdings and pulp-paper 
capacity. Growth appears assured 
in this burgeoning industry. 





Bank of America 





Starting a half century ago as a 
tiny San Francisco bank, it has 
become the world’s largest pri- 
vately owned bank. Some 550 
branches serve 300 California com- 
munities with every commercial, 
savings and trust facility. 
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tons of steel-making capacity in Colorado is provided 
by Colorado Fuel and Iron. That figure is topped by 
the 1,879,000-ton capacity of Utah, turned out by 
the Columbia-Geneva Steel Division of U. S. Steel, 
Washington State can turn out 390,000 tons of ingots 
and steel for castings per year while Oregon can ac- 
count for 120,000 tons. 

Thus, the five Western States cited have the ca- 
pacity to produce well in excess of 7,000,000 tons of 
steel per year, which is equal to the facilities in the 
booming South. The national capacity is about 126 
million tons. 

Vital though steel is to the growth of the Far 
West, it has a long way to go to match oil as a fac- 
tor in the economy. Motorized living, of course, typi- 
fies this nation, reaching its apex in the Far West. 
As an example, more cars (some 6,000,000) carry 
the California license plate than any other. In cities 
such as Los Angeles, third largest in the country, a 
man without a motor car is virtually stranded, for 
the transit facilities in that Western metropolis are 
hopelessly inadequate. The Angeleno is as dependent 
on the freeways as the New Yorker is on the 
subways. 

Fortunately, this is a state that produces about a 
million barrels of crude oil daily. In addition, there 
are oil-bearing lands in the Pacific Ocean, off the 
California coast. However, these have been largely 
untouched primarily because the laws of California 
have not been conducive either to exploration or 
production. The State Legislature, however, seems 
about to rectify this situation and that should open 
up yet another frontier. 

Standard Oil Co. of California, one of America’s 
giant corporations, should achieve results in 1955 
comparable to those of last year, even without the 
unusual boost to earnings that came from Eastern 
Hemisphere operations in 1954. The record $212 
million of net income reported last year was made 
possible by receipt of nearly $100 million in divi- 
dends, after taxes, from Eastern Hemisphere affili- 
ates. This compared with $53 million from the same 
source in the prior year. The company expects the 
West to contribute to 1955 earnings substantially 
more than it did in 1954. Standard of California 
expects its 1955 spending to be in excess of the $300 
million budgeted earlier for capital and exploratory 
expenditures, thus topping last year’s record spend- 
ing of $281 million. 

Richfield Oil Corp., servicing the fastest-growing 
gasoline market in the land, has tripled its sales and 
quadrupled its earnings in the post-war period. The 
company completed a $35.5 million expansion of a 
refinery last summer. 

An empire within this empire aptly describes 
Kern County Land. When it was incorporated in 
1890, its main operation was raising cattle. Since 
then it has developed almost 2,000,000 acres of arid 
land in its home state of California and in the South- 
west into a rich empire with a market value of well 
over $200 million. Its operating revenues add up to 
more than $30 million per year and come from such 
varied endeavors as cattle-raising, crop share-leas- 
ing, sale of irrigation water and, most importantly, 
gas-oil royalties. The company wound up 1954 with 
the following land-holdings: 780,000 acres in New 
Mexico, 601,000 in Arizona, 404,000 in California 
and 168,000 acres in Oregon. 

Crown Zellerbach Corp., in a different field, pro- 
vides another illustration of the dynamic growth of 
the West. The familiar story of record earnings, 
sales and production is repeated. It has acquired 
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additional timber reserves sufficient, in combination 
with that already owned and other available timber, 
to support in perpetuity all foreseeable pulp expan- 
sion in the next 10 to 15 years. Probably less than 
10% of its sales are in lumber products and the bal- 
ance is from the sale of paper. Growing integration 
of the operation from forest to finished converted 
product, aggressive research and development, plus 
diversification into such fields as plywood, make 
Crown Zellerbach a topnotch entity in a great grow- 
ing market. 

The packing industry, although fiercely competi- 
tive, is one of the outstanding areas of growth in 
this region. California Packing Co. sales set a record 
in the fiscal year ended February 26, reaching 
$233,849,000. Del Monte, the trade name of the firm, 
is familiar far beyond the West and even well known 
to many foreign lands. 


Electronics Industry Goes West 


Such new glamour industries as electronics also 
are enjoying a boom on the West Coast. The East 
was given a demonstration of this early in 1955 
when trading in the shares of Hoffman Electronics 
Corp. got under way on the New York Stock Ex- 
change. Sales of this maker of radio, television and 
a wide range of electronic components as recently 
as 1951 totaled little more than $20 million. By 1954, 
volume was at $42,647,000. This Los Angeles firm is 
only one of many that are expected to carve out for 
the West in the years ahead an increasingly large 
share of the output of such devices as telecommuni- 
cations, radio-metric equipment, transistor applica- 
tion and missile-guidance systems. 

The West also has been taking away from the East 
Coast a substantial share of the garment-making 
business. “Made in California’? is a common label 
on apparel, especially sportswear, with the Los An- 
geles area grabbing off a sizable chunk of this 
business. 

A spectacular development in the West today, 
though much derided, is the uranium boom. Six main 
producing states are Utah, New Mexico, Arizona, 
Wyoming, South Dakota and Colorado. Only cus- 
tomer for the uranium is the Government and the 
cost is not large in relation to other Federal expen- 
ditures. Domestic production in 1954 may have 
totaled 1.5 million tons of this ore. At a typical $35 
aton, price would be only a little more than $50 mil- 
lion. Washington has agreed to buy it all at least 
until 1962. Thus far, few really large deposits have 
been found—no huge deposits in the 10 million or 
100 million ton class. Atchison, Topeka and Santa Fe 
and the Anaconda people probably have the only 
million to 2,000,000-ton deposits of commercial ore 
yet found in this country. These are in New Mexico. 


Natural Location for Aircraft Manufacturing 


A highly important underpinning of the economy 
west of the Rockies, of course, is the aircraft indus- 
try. That part of the country, especially California, 
isso predominant in this field that many Government 
officials are nervously wondering whether this con- 
centration will one day prove to be a military catas- 
trophe. Air Force Secretary Harold Talbott already 
has come out strongly against any more expansion of 
aircraft companies on the West and East Coasts. 
He has refused to buy guided missiles from a com- 
pany which sought to expand facilities on the Pacific 
Coast. He wants (Please turn to page 370) 
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Corporations Operating in Pacific Coast Area 


American Potash & Chem. “B” 
Atchison, Top. & Santa Fe R.R. 
Boeing Airplane ........... 
California Packing ............... 


Chicago, Milw. St. Paul & Pac. 


Crown Zellerbach ..... 
Douglas Aircroft ... 

El Paso Natural Gas.......... 
Food Machinery & Chem..... 
General Dynamics 
Georgia Pacific Plywood 
Great Northern Ry. .... 
Great Western Sugar 
Holly Sugar 

Honolulu Oil . 

Kaiser Aluminum & Chem. 
Kern County Land 
Lockheed Aircraft 

Loew’s Inc ei 
Long Bell Lumber “A” . 
M. & M. Woodworking 
Monterey Oil 

North American Aviation 
Northrop Aircraft 

North West Airlines 
Northern Pacific R.R. 
Pabco Products .... 

Pacific American Fisheries 
Pacific Const. Co. 

Pacific Finance Corp. 
Pacific Gas & Electric 
Pacific Lighting 
Paramount Pictures 
Pacific Tel. & Tel. 

Pacific Western Oil ... 
Puget Sound Power & Lt. 
Republic Pictures .... 
Rheem Mfg. 

Richfield Oil . 

RKO Pictures 

San Diego Gas & Elec. 
Seaboard Finance Co. 
Shell Oil .... 

Southern Calif. Edison 
Southern Pacific Co. . 
Standard Oil of Calif. 
Transamerica Corp. 
Twentieth Century Fox Film 
Union Oil of Calif. 

Union Pacific R. R. . 
Universal Pictures 

Warner Bros. Pictures 
Western Air Lines . 
Western Pacific R. R. 
Weyerhaeuser Timber Co. 


l—Adjusted for capital 


change on basis of 4 new 
common sheres for each share 


held. 


ex- 


Indicated 
Price Range Recent 1955 
1954-1955 Price Div. 
87%4- 31% 79 $2,002 
150%4- 92'2 143 7.00 
88'2- 23% 62 3.00 
41\%4- 22 38 1.502 
27%- 10 27 1.00 
772- 34% 76 2.40 
91M4- 26% 69 4.00 
54\2- 35% 47 2.00 
$3\4- 37% 49 2.00 
80 - 18 60 2.20 
33%- 10% 31 1.002 
42%- 227% 2.20 
24%- 17% 23 1.45 
25%- 11% 21 1.20 
87'2- 5612 78 2.50 
295- 8% 29° 655 
59%8- 39% 53 2.25 
64\%4- 26 45 2.852 
22 - 13% 21 1.00 
34%4- 22'2 32 1.52 
1é'2- 8 16 60 
49%4- 2934 30 ' .80 
63's- 20 55 3.25 
39%4- 7'2 28 1.60 
24 - 7% 23 .20° 
79\4- 532 74 3.00 
28%4- 14% 27 25 
12%- 7'2 WW 50 
22'%2- 83s! 20! 1.25! 
44 - 28% 42 2.00 
48°4- 39% 48 2.20 
41%- 33% 40 2.00 
44%s- 26% 43 2.00 
140 -114% 138 7.00 
52 - 26% 42 
385s- 237 37 1.72 
8'2- 3 8 4 
4534- 25% 38 2.40 
77‘e- 48'2 66 3.50 
10 - 2% 9 
19%4- 14'2 18 80 
3358- 24 32 1.80 
66'2- 38" 58 2.00 
51'*- 37% 49 2.30 
6234- 365s 60 3.00 
8134- 5234 75 3.00 
4334- 25% 40 1.40 
3158- 18% 29 1.60 
59'4- 382 50 2.40 
178 -105'%4 165 7.00 
32%4- 18%2 28 1.25 
21'e- 135 19 1.20 
23%4- 834 23 75 
73%%- 49'2 66 3.00 
127 - 67 122 3.00 
2—Plus stock. 


(... 


5—New stock after 3 for 1 split. 


Initial dividend 
Pad 5% stock 4/1/55. 


2.5% 
49 
48 
(3.9 
3.7 
3.1 
5.7 
42 
4.0 
3.6 
3.2 
5.5 
6.3 
5.7 
3.2 
2.25 
42 
6.3 
4.7 
47 
3.7 
2.6 
5.9 
5.6 











4.0 
45 
6.2 
4.7 
4.5 
5.0 
4.6 
5.0 


46 
6.3 
5.3 


4.4 
5.46 
3.4 ; 
46 | 
5.0 | 
4.0 
3.5 | 
5.5 | 
48 
4.2 
44 
6.3 
3.2 
4.5 
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SHADOW BOXING on whether the United States or 
Russia has superiority in air power shows no signs 
of abating, in spite of the fact that all the glorifiers 
and detractors have to go on is one side of the story 
— the United States strength. (There’s even some 





WASHINGTON SEES 


Hard fiscal decisions must be made by Congress 
if there is to be honest effort toward balanced 
budget, tax reduction, and slowing the process 
of piling up national debt. Current activity, and 
the outlook, gives no basis for cheer. 


If the lawmakers go ahead with an expanded 
aid program for highways, make a start on federal 
aid to school construction, keep foreign assistance 
at anything near its present flow, and fail to place 
a statutory ceiling on the debt, the necessary pro- 
gram is unrealizable on any of the several fronts. 


Citing a few millions of dollars cut in an ap- 
propriation bill may give the impression of spartan 
economy. But in the overall, far from being re- 
duced, the real cost of running the government is 
on the upslant. At the moment, defense spending 
is down slightly but it has levelled off at a point 
below which the Pentagon refuses to go and still 
guarantee defense. Adding these to other sums 
squeezed from the inflated budgets which the 
Eisenhower Administration inherited and you have 
just about the normal rise of government costs — 
a break-even with no gain. 


Conceding that the White House was less artful 
in preparing the budget this year than has been 
true in the past, and that sums of money were 
not fixed for bargaining purposes only, it is still 
true that no genuine start has been made in either 
necessary direction: spend less; or provide more 
income through taxation. That being so, the in- 
creased cost of keeping the federal house in order 
can mean but one thing: more national debt. 
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SIDELIGHTS ON FOREIGN AFFAIRS 


“VERITAS” 





doubt whether all the facts concerning our status 
have been brought out in the open.) There is more 
national pride than specific knowledge behind the 
debate: because ours is the American force, it simply 
has to be better! But there is a tinge of political 
propaganda present, too. The Symington “big air 


force” group finds the “keep-ahead-of-the-Red” 


theme works. 


INCONSISTENCY can reasonably be read into the 
country’s position on international peace conferences 
backgrounded by a mad rush to get more and bigger 
weapons of demolition on the firing line. But closer 
examination stamps this the wise course. It has not 
been forgotten that Pear] Harbor came in the midst 
of peace talks on the highest international levels; 
that the blitzkriegs were ushered in by great displays 
of inter-nation amity. In fact past history, some of 
it rather recent, echoes a stern warning against 
trusting gift bearers. 


BEGINNING on the first day of this month, Harold 
Stassen was “Secretary of Peace” for the United 
States as a matter of record entry. It’s already 
being predicted that the former Minnesota Gover- 
nor’s job will be gradually deflated and he’ll wind up 
as simply another of the White House aides “‘with a 
passion for anonymity.” Stassen does not enjoy 
reputation or standing as a diplomat, either at home 
or abroad. His influence has been cut by the hotly- 
debated Foreign Operations Administration job 
which was his until recently. And foreign powers 
don’t rate him with Ike and Dulles for “high level” 
conference purposes. 





FLATTERING valuation is being placed on NATO by 
Russia’s anxiety to have the protective alliance dis- 
banded. Pre-conference statements by high Moscow 
chiefs and official newspaper accounts are pointed at 
Western World activities which, warns the Kremlin, 
delay peace; but always the practice complained of 
ties into a NATO objective. Russia would pay a high 
price to disband the pact. In fact the State Depart- 
ment is steeling itself against an offer too attractive- 
sounding. 
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The firm control President Eisenhower holds 
on _ the Capitol Hill republican membership could 
hardly have been better demonstrated than it was in 
the Senate vote to sustain his postal pay raise veto. 
AA VIE Of the 45 voting GOP members, 37 went down the line _ 
to indorse the President's position; of the eight who 
favored overriding the veto none was marking a 


drastic departure from past political alignment, and 
Go To. a few of them are noted for almost straight anti- 

Administration balloting. On the other hand, Presi- 
dent Eisenhower made no dramatic inroads on demo- 


cratic strength. Only the Virginia conservatives -- 
Byrd and Robertson -=- voted with Ike. 























Presd 


In the face of a lobby whose feelers reach 
every doorbell in the country, it took courage to 
veto the postal pay boost law, and to vote to sustain. 


















Democrats had made higher federal salaries a platform 
pledge; additionally they were cemented as a unit by the prospect of besting the 
President. It would have been a noteworthy victory, too; in two years Ike has been 
in office no major veto has been challenged. It's true that the President has 
exercised the pocket veto in more than a dozen instances, and overriding would have 
been impossible -- Congress had adjourned. That was true of last year's postal 
workers raise bill: died in a pocket veto. 








Most significant aspect of the President's Capitol Hill indorsement is 
the fact that his expression prompted 12 republican Senators to switch: members who 
voted the pay boost in the first instance, but who put loyalty to the President and 
his party program first when the showdown came. Republican leaders on Capitol Hill 
(Eisenhower brand) were jubilant. While a two-thirds vote would be required to 
upset the veto, they confidently claim they would have won on clear majority, say 
they released several republicans from states where the pay bill was polling booth 
dynamite. Most active vetoers of the past half-century were Roosevelt and Truman, 
democrats. Each was overrriden, frequently. 














Momentum of the drive to repeal the sliding scale of farm Supports has 
been picking up. This marks a reversal of form. It had been predicted that the 
Senate would take no action, wouldn't even hold hearings. But that's all changed. The 
Senate Committee is engaged right now in preparing testimony and a report. There's 
Still likelihood that barriers will block the path to upper house action, but 
it_ no longer can be overlooked that the drive to repeal flexible supports is deadly 
serious. At the beginning, Benson Plan adherents said there was nothing to worry 
about ; the House won't even consider the repealer, he said. But the House passed 
it and then the confidence rested on a Senate committee delay. Confidence which 
may not prove warranted. 

















for it earlier in the session. It made headway that surprised many who hadn't 
conceded to it the formalities of burial service: it reached the House floor. But 
Representatives hacked it to pieces on issues far removed from the basic objective 
-- segregation, for one. It was rescued from further laceration and probable defeat 
by a manoeuvre stalling off vote. Now it can be brought up again before adjourn- 
ment; can, but probably will not. 




















abuses out of their hair, are smiling again. The housing market is in healthy 
Condition and there is no indication of general overbuilding, says Albert M. Cole, 
Housing and Home Finance Administrator. In fact, said the White House spokesman 
on such matters, the time has come when mortgaged financing must be made available 
for dwelling units for minority groups and for persons in remote sections of the 
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country. After sounding the warning and illuminating the problem, Cole trotted out 
the standard warning: If private enterprise does not provide the necessary mortgage 
financing, the federal government will be called upon to fill the void. 





A federal program, long talked of but cautiously avoided on one excuse or 
another has finally been launched: The Post Office Department has just awarded its 
first contract under the lease-purchase law allowing the government to buy buildings 
by paying rents over long periods. The General Services Administration will soon 
follow this example by letting contracts for an office building to be erected and 
occupied under a similar arrangement. The Post Office Department will try out 
the landlord-tenant theory at Scranton, Pa., with a $60,000 branch post office. 

GSA goes more elaborately into the program, with a prospectus calling for a $1.4 
million federal building at Council Bluffs, Ia. 














The futility of congressional hearing on bills on which the political 
lines already have been drawn is illustrated by prolonged sessions conducted by the 
Senate labor committee on proposed expansion of the wage-hour law. Through more 
than one month of hearings, in excess of 100 witnesses have presented their pros 
and cons on the idea of moving the hourly pay ceiling above its present 75-cent 
level, and expanding coverage of the act to embrace retail workers and others not 
now covered. Practically all members of the committee, and many members of 
Congress agreed from the start that the new pay level should be 90 cents an hour, 
and that coverage should remain as it is today. Unions wanted $1.25 an hour and 
coverage to blanket in all workers if their employers operate interstate in any 
degree. 

















With less than two months more of planned meeting days, Congress may bury 
the bill in the final rush. That will be suggested, but the roar of opposition to 
postponement could shoot the measure to the top of the calendar. But that could 
happen only by agreement, compromise. And the only compromise in sight is 90 cents 
an_hour, no broader terms. President Eisenhower has said he'd settle for that. 

The Department of Labor has urged it. And it's probably as much as labor expected. 




















A joint conference under the auspices of the Department _of Commerce is 
working toward what it's hoped will be a mutually-advantageous international mer- 
cantile trade. Up to now, accent has been on heavy goods, agricultural products 
and, in the field of export, that somewhat indefinable thing called "know how.” 
Assistant Secretary Samuel W. Anderson has called retailer representatives to the 
Capital to launch the new effort. An international committee of merchants is in 
process of formation. First objective is simplification of customs procedures in 
this country and abroad. 

















Most ambitious item on the agenda is creation of an international mer- 
chandise mart in New York City. This would be in the nature of a "free zone" 
where foreign-made products could be displayed and sold with duty paid only when 
the goods move into American trade channels. That idea originated with the 
retailers, but Secretary Anderson, speaking for the Commerce Department, said: 

"In respect to the Merchandise Mart in New York, we would look with great favor on 
the_ scheme and I am sure the Foreign Trade Zone Board would approve a proper ap- 
plication. 

The nation has had its fill of tax legislation, new and revised, in the 
past_few years and there will be no new Acts this season, says Chairman Jere Cooper 
of the House ways and means committee. First of the proposals to be mothballed was 
the Treasury's program for corrections and clarifications in the Revenue Code of 
1954. Putting aside the top tax bill on the agenda, Cooper ordered hearings on 
a customs simplification measure. Present scheduling would bring that legislation 
to the floor about mid-month. After this chore is out of the way, will come 
legislation to boost the public debt limit, and Congressmen are shooting at a July 
15 adjournment. They won't hit that target but in the reach for it, many bills will 
be locked in the vaults. 
































340 THE MAGAZINE OF WALL STREET 

























































have 
the e: 
other 
leum 
and i 
aries 
may 
inter} 
to pri 
anoth 
endar 
milita 
and t 
its pe 
politic 
a long 
eral t 
peace 
But 
tries : 
them 
Laws 
on mu 
Guara 
tion al 
the p1 
have k 
ples o 
ment 
Siam, 
gentin 
up to. 
conclu 
At 
abroad 
people 
Investr 
dustriz 
pean c 


JUNE 











WwW 


= te 











a 

~ some time now American corporations 
have shown a greater alertness in participating in 
the expanding business activities abroad in countries 
other than Canada and in fields other than petro- 
leum reserves development. This growing alertness 
and interest in the establishment of foreign subsidi- 
aries and in partnerships with foreign corporations 
may be traced to a number of developments on the 
international scene. In the past, the biggest deterrent 
to private capital investment abroad was the fear of 
another world war and of civil strife in the countries 
endangered by communist penetration. But with the 
military security of the Free World on the upgrade, 
and the communist drive for aggrandizement past 
its peak, it seems war is less imminent. A greater 
political and economic stability has been achieved by 
a long list of the Free World countries, and in gen- 
eral there is reasonable chance of the trend toward 
peace continuing for some time to come. 

But this is not all. More and more foreign coun- 
tries seem now to realize that what is wanted of 
them is to encourage the inflow of external capital. 
Laws are being passed to place the external investor 
on much the same footing as the internal investor. 
Guarantees against confiscation without compensa- 
tion are being strengthened, speedier repatriation of 
the principal is permitted, and dividend transfers 
have been liberalized. Among the most recent exam- 
ples of countries encouraging U. S. capital invest- 
ment are Italy, Egypt, Ceylon, Iran, Guatemala, 
Siam, and Lebanon. To bolster up the sagging Ar- 
gentine economy, President Peron has also warmed 
up to American capital and a number of deals were 
concluded, quite unthinkable a few years ago. 

At the same time expanding business activity 
abroad and the rise in the purchasing power of the 
people throughout the Free World are also inviting 
investment abroad. American businessmen and in- 
dustrialists are beginning to realize, like their Euro- 
pean colleagues, that what we are now witnessing 
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in Western Europe may be more than a temporary 
boom, that it promises to be the beginning of a 
period of extended economic growth brought about 
by the growth of productivity, modernization of 
industry, and the development of a mass market for 
consumer durable goods such as household equip- 
ment and motor vehicles. The American automobile 
companies have already taken steps in anticipation 
of a widening market. 


The Character of American Private 
Investments Abroad 


American private direct investments in foreign 
manufacturing plants, mines, petroleum fields, utili- 
ties, and plantations reached as of the end of 1953, 
according to the Department of Commerce, the un- 
precedented figure of $16.3 billion. Judged by the 
size of the new capital outflow and the rate of the 
reinvestment of earnings, the nest egg abroad of 
U.S. private individuals and corporations must have 
grown to about $18 billion by the end of 1954. This 
figure does not include American private invest- 
ments in foreign bonds and securities, which at the 
end of 1953 were estimated at almost $6 billion. Nor 
does it include the U. S. Government stake abroad— 
the loans made by the Export-Import Bank and 
various Government agencies—which aggregated 
some $16 billion. Altogether, American private indi- 
viduals, corporations as well as the U. S. Govern- 
ment, had as of one and a half years ago, something 
like $40 billion in foreign loans and investments. 
The total is considerably larger now. 

Turning again to the private direct investments 
of some $18 billion, one sees that these constitute an 
important factor in the Free World economy. They 
have made possible the development of foreign nat- 
ural resources such as petroleum and nonferrous 
metals and have contributed indirectly to the se- 
curity of the Free World. The investments in manu- 
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facturing plants, plantations, and public utilities 
have enhanced the productivity of the Free World 
labor and have made possible an increase in the 
standard of living. Moreover, foreign exchange earn- 
ings of a country like Chile, for example, would 
never have reached the present levels except for the 
benefit from American direct investments. 

As to the type of American direct investments 
abroad, some 32 per cent of the $16 billions as of 
the end of 1953 was invested in manufacturing en- 
terprises, 30 per cent in petroleum, 12 per cent in 
mining, and the balance in public utilities, trading 
firms, distribution, plantations, and elsewhere. Since 
1950, mining has been the fastest growing type of 
American direct investment abroad, having increased 
some 70 per cent. Investment in petroleum increased 
some 45 per cent and in manufacturing about 32 per 
cent within a four-year period, 1950-54. On the other 
hand, U. S. investments in overseas public utilities 
and agriculture have remained more or less stagnant. 

As to the geographical distribution, some 37 per 
cent of U. S. direct investments abroad were located 
in 1953 in Latin America, with Venezuela, Brazil, 
Cuba, Chile, and Mexico heading the list in that par- 
ticular order. U. S. direct investments in Canada, 
which nearly doubled in the five year, 1949-53, 
period, accounted for about 32 per cent of the total. 
Apart from Canada, the countries with the greatest 
attraction for U. S. long-term capital investments 
during the 1949-53 period were: Saudi Arabia, 
Kuwait, Peru (up some 75 per cent), Brazil (70 
per cent), Belgium (100 per cent), Netherlands 
(117 per cent), Great Britain (up 54 per cent), 
France (65 per cent), South Africa (105 per cent), 
Liberia (almost 300 per cent) and Australia and 
New Zealand (more than 100 per cent). 


Income on U. S. Foreign Investments 


Earnings from operations outside of the United 
States vary greatly from one corporation to an- 
other. In the case of the Standard Oil Company of 
New Jersey, 77 per cent of the earnings of $584 
million came from foreign investments. According to 
the Department of Commerce, American corpora- 
tions and individuals earned in 1953 some $2.2 bil- 
lion on their direct investment abroad of $16.3 bil- 
lion. This represented a net income of about 13.5 
per cent, and compared with 10.6 per cent earned by 
U. S. leading corporations from their domestic op- 
erations in 1953. The higher percentage of income 
from foreign operations is, of course, natural, in 
view of greater risks taken. Of the above earnings of 
$2.2 billion, actually only $1.5 billion was trans- 
ferred to the United States; the remainder was 
reinvested abroad. 

The rate of earnings varied greatly by industry 
and by country. In 1953, the latest year for which 
detailed data are available, petroleum companies 
earned nearly 25 per cent on their foreign invest- 
ment; manufacturing corporations earned 13 per 
cent, and public utilities less than 5 per cent. As for 
the countries, Venezuela was near the top of the 
list, with a yield of 27 per cent on investments there, 
which are mostly in petroleum; most of the Vene- 
zuelan earnings were remitted. On the other hand, 
in Liberia, where U. S. investments in shipping, iron 
ore and rubber have shown a remarkable expansion 
in the last few years, the rate of earnings was 21 
per cent, with the bulk of earnings reinvested. 

The rate of return on investments in Great Brit- 
ain, the Philippines, Australia, and Colombia was 
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also high. Most of the earnings in Australia were 
reinvested, while those in Colombia almost entirely 
remitted. Our direct investments in Canada showed 
a yield of about 8.4 per cent, with more than half 
reinvested. 


Big Expansion in U. S$. Automobiles 
Operations Abroad 


Measured by the volume of new capital invested 
abroad and by the reinvestment of earnings, Ameri- 
can petroleum companies were in the lead in three 
out of five past years. This year, however, it seems 
that manufacturing enterprises are leading again, 
largely as a result of the expansion programs 
planned by U. S. automobile manufacturers abroad, 
General Motors alone announced a program last fall 
which is to cost nearly $200 million. About half of 
this amount is to be used to raise the production of 
General Motors’ English subsidiary, Vauxhall Mo- 
tors, to 250,000 cars and trucks a year. GM’s Ger- 
man Subsidiary, Opel, is to expand its production 
by about 60 per cent. In addition, GM’s assembly 
plant in Belgium is to be enlarged. 

The expansion of Ford operations abroad also rep- 
resents an investment of nearly $200 million. The 
Ford Co. of England is to be streamlined and ex- 
panded to produce eventually some 400,000 to 
500,000 cars for the British and sterling area mar- 
kets. In France, the subsidiary of the Italian Fiat 
Company, Simca, has merged with Ford’s French 
organization and is scheduled to expand production 
by 50 per cent to 100,000 cars, most of which are to 
be exported. 

Meanwhile the Willys-Kaiser group has cooked up 
an interesting deal in Argentina, which always has 
been eager to have a strong automobile industry of 
her own. With the help of capital subscribed by the 
Argentine public, the Government company called 
IAME will erect a plant which will house the idle 
equipment from Kaiser’s Willow Run division. The 
Company will start making Argentine jeeps and 
later passenger cars and trucks. By 1959 capacity is 
to be expanded to 40,000-50,000 cars a year. 


Other Deals in Argentina 


Still another dream of President Peron’s, a mod- 
ern steel mill, is taking shape with the help of 
three American companies: the international sub- 
sidiary of the Armco Steel Corporation, which de- 
signed the plant, A. G. McKee & Co., which will 
supply the blast furnace, and Westinghouse Electric 
International Co., which is expected to supply the 
electrical equipment. The plant, to be called after 
General Manuel N. Savio, is to be built on the Parana 
River near Rosario. It will produce some 450,000 
tons of finished steel products and together with the 
older Argentine steel plants will bring up produc- 
tion to almost 800,000 tons. Argentine steel mill 
requirements run currently at one million tons. 
However, the new mill will have to import coking 
coal either from the U. S. or Western Europe; the 
necessary iron ore is expected to be supplied by Peru. 
The whole project is expected to cost at least $250 
million, of which the U. S. private investors and the 
Export-Import Bank are to supply $100 million. 

The financing of the steel mill will boost U. S. in- 
vestments in Argentina, once near the top of the list 
as the favorite of U. S. capital. Practically no new 
‘apital has gone to Argentina during the past ten 
years as a result of (Please turn to page 374) 
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Major U.S. Industrial Companies Operating Abroad 


A List of over 200 Companies on the N. Y. Stock Exchange 


with Plants and/or Subsidiaries 


x 

| ABBOTT LABORATORIES 
Canada Italy 

| England Philippines 
Australia Mexico 

| S. Africa Puerto Rico 
India Chile 

| Portugal Uruguay 
Switzerland Cuba 

| Spain Brazil 
Sweden Argentina 

| Pakistan Venezuela 
Ireland Colombia 

| France Peru 
New Zealand Bolivia 

] Belgium Ecuador 

| ADDRESSOGRAPH-MULTIGRAPH CO 
England Canada 

| Germany France 

| AIR REDUCTION CO. 

i Canada Cuba 
ALLIED CHEMICAL & DYE 

| Canada 

| ALLIS CHALMERS MFG. CO. 

j Canada Mexico 
ALUMINUM CO. OF AMERICA 

| Canada Dutch Guiano 
Venezuela Dominican Rep 

| Panama 

| AMERICAN AGRICULTURAL CHEMICAL 

j Cuba Canada 
AMERICAN BRAKE SHOE CO. 

| Canada France 

| AMERICAN CAN CO. 

j Venezuela Canada 
AMERICAN CHICLE CO. 

| Canada Brazil 

; Venezuela Colombia 

| Mexico Argentina 

j Peru Uruguay 
AMERICAN CYANAMID CO. 

| Canada India 
Mexico Japan 

! England Pakistan 
Belgium S. Africa 

| Germany Australia 

| AMERICAN HOME PRODUCTS 
Canada Brazil 

! England Venezuela 
Australia Un. of S. Africa 

| Cuba India 
Mexico Eire 

| New Zealond Colombia 
Argentina Italy 

| Uruguay 

| AMERICAN METAL CO 

j Canoda Chile 
England S. W. Africa 
Switzerland No. Rhodesia 

| Mexico 

| AMERICAN POTASH & CHEMICAL 

j England 
AMER. RAD. & STD. SAN. CO. 

| Canada Switzerland 

j England France 
Sweden Austria 

j Belgium Germany 
Holland Italy 

| AMERICAN SMELTING & RFG. 

j Mexico Nigeria 
Canada Peru 

j Chile Austra'ia 
Bolivia Nicaragua 

j Eng'and Saudi Arabia 

j AMERICAN TOBACCO CO. 
Cuba Turkey 

j Greece 

j ANACONDA COPPER MINING 
Canada Chile 

j Mexico 

j ANDERSON, CLAYTON & CO. 
Brazil Peru 

j Argentina Egypt 
Paraguay Mexico 


ARMCO STEEL CORP. 


Canada 

ARMOUR & CO., (ILL.) 

Cuba Germany 
Belgium Brazil 
Uruguay England 
Argentina Scotland 
Spain 

ARMSTRONG CORK 

Canada Un. of S. Africa 
pain France 
Portugal 

ATLANTIC REFINING CO 
Belgium Cuba 
Switzerland Denmark 
Germany Liberia 
Spain Venezuela 
Portugal Canada 
AVCO MFG. CO 

Canada 

BABCOCK & WILCOX CO 
Canada 


BENDIX AVIATION CO 


Canada France 
Brazil 

BEST FOODS, INC. 

Canada 

BETHLEHEM STEEL 

uba Brazil 
Canada Chile 
Bahama Is Venezuela 
Mexico 

BLACK & DECKER MFG. CO 
England 
BLAW-KNOX CO. 
England France 
BLISS, (E. W.) CO 
England Canada 
France 
BORDEN CO 
S. Africa Canada 
BORG-WARNER CORP. 
Canada England 
BRIGGS MFG. CO 
England 
BRISTOL-MYERS CO 
England S. Africo 
Canada Brazil 
Australia Mexico 
New Zealand Panama 


BRUNSWICK-BALKE-COLLENDER 
Argentina Canada 
Brazil Mexico 


BUCYRUS-ERIE CO 
England 


BULOVA WATCH CO 
Canada Switzerland 


BURLINGTON INDUSTRIES 
Australia Colombia 
Canada Mexico 


BURROUGHS CORP. 


Canada England 
France Italy * 
Scotland Brazil 


CALIFORNIA PACKING 
Philippines Alaska 
Hawaiian Is 


CANADA DRY GINGER ALE 
Canada Bermuda 
Cuba Puerto Rico 


CARBORUNDUM CO 
Canada England 
Germany Norway 


CARRIER CORP. 
Japan Argentina 


in Foreign Countries 


CATERPILLAR TRACTOR CO 


England 

CELANESE CORP 

Panama Brozil 
Canada Mexico 
Colombia Venezvuelo 
CELOTEX CORP 

England 

CERTAIN-TEED PRODUCTS 

Canada Gr. Britain” 
CHICAGO PNEUMATIC TOOL 
Cancdoa S. Africa 
England Holland 
Scotland France 
Belgium 

CHRYSLER CORP 

Canada Belgium 
England Australia 


CINCINNATI MILLING MACHINE 
England Holland 


CLIMAX MOLYBDENUM 
Switzerland 


CLUETT, PEABODY & CO 
Canada Sweden 


COCA-COLA CO 


Canada Austrolia 
France Netherlands 
Spain Belgium 

S. Africa Morocco 
Brazil England 
Argentina Mexico 
Howaii Italy 

Cube Uruguay 
COLGATE-PALMOLIVE CO 
Philippines India 
Argentina Netherlands Indies* 
Mexico New Zealand 
Australia France 
Belgium S. Africa 
Canada Switzerland 
Venezuela Cube 
Denmark Germany 
England Brazil 
Holland 

COLUMBIA PICTURES CORP 
England Brazil 
Mexico Australia 
Cuba Colombia 
Panama France 
West Indies Spain 
Puerto Rico Italy 
Venezuela Finland 
Uruguay Philippines 
Belgium Denmark 
Sweden 

COMBUSTION ENGINEERING 
Mexico Netherlands 
France Germany 
Canoda Australia 
Africa Liechentenstein 
Brazil 


CONGOLEUM-NAIRN 
Brazil England 
Canada 


CONTAINER CORP 
Panama Mexico 
Colombia 


CONTINENTAL CAN CO 


Canada Cuba 
CONTINENTAL-DIAMOND FIBRE 
England Canada 
France 


CORN PRODUCTS RFG. CO 
Canada Mexico 


CORNING GLASS WORKS 


Canada Chi'e 
Argentina Mexico 
CRANE CO 

Eng'and Canada 
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Major U.S. Industrial Companies Operating Abroad (continued) 








COLUMBIAN CARBON 


Cana 

CROWN CORK & SEAL CO. 
England Belgium 
Canada Portugal 
France 

CROWN ZELLERBACH 

Canada 

CUDAHY PACKING CORP 
England Australia 
CUTLER-HAMMER, INC. 

Canada England 
DANA CORP. 

England France 
Canada 

DAYSTROM, INC 

England 

DE VHLBISS CO. 

Canada England 
DEERE & CO. 

Canada 

DIAMOND MATCH CO 

Caneda 

DIXIE CuP 

Canada 

DOW CHEMICAL 

Canada Japan 
DRESSER INDUSTRIES, INC 
Canada Italy 
Argentina 

du PONT, (E. 1.) DE NEMOURS 
Canada Uruguay 
Mexico Argentina 
Chile Brazil 
EAGLE-PITCHER CO. 

Mexico Canada 
EASTMAN KODAK 

China Romania* 
Canada Italy 
England Portugal 
Denmark Germany 
Scotland Australia 
S. Rhodesia France 
Poland* Kenya Colony, Af.* 
Austria* 


EATON MANUFACTURING 
Canada 


ELECTRIC AUTO LITE CO 


Canada 

ELECTRIC STORAGE BATTERY 
Canada Australia 
EVANS PRODUCTS 

Canada 

FAIRBANKS, MORSE & CO 
Canada Mexico 
FERRO CORP 

Holland Canada 
England Mexico 
Brazil S. Africa 
Argentina Japan 
Australia France 


FIRESTONE TIRE & RUBBER 


Brazil E Un. of S. Africa 
Argentina Philippines 
Canada Spain 
India Singapore 
Cuba Venezuela 
England Ceylon 
Finland Pakistan 
Uruguay Liberia 
New Zealand S. Rhodesia 
Switzerland Portugal 
FLINTKOTE CO 

Caneda Hawaii 


England 
FOOD MACHINERY & CHEMICAL 


FREEPORT SULPHUR CO. 
Cuba 


GARDNER-DENVER CO. 


S. Africa ain 
Canada Australia 
England Mexico 
GENERAL DYNAMICS 
Canada 
GENERAL ELECTRIC 
Canada S. Africa 
ee — 

uo 
Mexico ee 
Brazil Java 
GENERAL FOODS 
England Mexico 
Ireland S. Africa 
Canada 
GENERAL MILLS 
Canada 
GENERAL MOTORS 
Canada Germany 
England 
GENERAL REFRACTORIES 
Austria Germany 
GENERAL SHOE CORP. 
Mexico Austrio 
Panama New Zealand 
Peru Germany 
Israel Japan 
Canada Australia 
England Holland 
GENERAL TIME CORP. 
England 
Australia Canada 
GENERAL TIRE & RUBBER 
Caneda Veneruela 
GILLETTE CO. 
Canada Holland 
England Belgium 
Argentina France 
Australia Germany 
S. Africa Switzerland 
Norway Italy 
Sweden Brazil 
Denmark Mexico 
GLIDDEN CO. 
Canada 
GOODRICH, (B. F.) 
Canada 


GOODYEAR TIRE & RUBBER 
Brazil Cuba 


Australia Indonesia 
England Mexico 
Peru Costa Rica 
Argentina Luxembourg 
Sweden China 
Canada Japan 

S. Africa 

GRACE, (W. Rk.) & CO 

Chile Colombia 
Peru Bolivia 
GULF OIL CORP 

liberia Venezuela 
Brazil Bahama Is 
England Barbados 
France 

HALLIBURTON O/L WELL 
Venezuela Mexico 
Canada Saudi Arabia 
Peru Sumatra 
Bahrein Is Italy 
HARBISON-WALKER REFRACTORIES 
Canada Brazil 
HEINZ, (H. J.) CO. 

Canada Australia 
England Spain 
HERCULES POWDER CO 

Canada Holland 
England Veneruela 


HOOKER ELECTROCHEMICAL 


Canada Australia Canada 
Cuba Belgium 
Mexico England INGERSOLL-RAND CO. 
England Brazil 
FOSTER WHEELER CORP Spain Mexico 
England France Australia Cuba 
Germany Canada France Belgium 
S. Africa Portugal 
FRUEHAUF TRAILER Peru Canada 
Canada Brazil India 
Se ee ee: ee: ——_ 
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INTERCHEMICAL CO. 


China Canada 
Philippines S. Africa 
xico 
INT’L BUS. MACHINES 
Cana England 
Belgium Germany 
Holland France 
Italy Switzerland 
INT'L HARVESTER CO. 
ae 4 | 
witzerlan a ina 
Brazil cu 
Mexico Uruguay 
Gr. Britain New Zealand 
E. Africa S. Africa 
Germany Philippines 
Sweden Australia 
Denmark France 
Belgium 
INT'L MINERALS & CHEMICAL 
Canada England 
JOHN-MANVILLE CORP. 
Belgium Mexico 
Gr. Britain Colombia 
Canada Scotland 
JOY MANUFACTURING CO 
Canada Engiand 
S. Africa Australia 
Peru Morocco 
KENNECOTT COPPER 
Chile Un. of S. Africa 
Canada 
LEHN & FINK PRODUCTS 
Caneda Germany 
England Brazil ¥ 
France Argentina 
LIBBY, McNEILL & LIBBY 
Canada England 
Philippines Howsii 
Belgium Germany 
LIGGETT & MYERS TOB. CO. 
Greece Turkey 
LINK-BELT CO. 
S. Africa Canada 
LOEW’S INCORPORATED 
Canada Netherlands 
France Japan 
Italy 
LONE STAR CEMENT CORP. 
Cuba Argentina 
Uruguay Brazil 
MacANDREWS & FORBES CO 
England Near East 
Greece Italy 
Asiatic Turkey 
MASONITE CORP. 
Canada Australia 
Africa 
MERCK & CO. 
England Philippines 
Canada S. Africa 
Mexico Cuba 
MINNEAPOLIS-HONEYWELL REGULATOR 
Netherlands Mexico 
Belgium Cu 
Switzerland Canada 


MINNEAPOLIS-MOLINE 


Canada Argentina 
MINNESOTA MINING & MFG. 
Canada France 
Germany Brazil 
England Argentina 
Mexico Australia 
MONSANTO CHEMICAL 

Canada Argentina 
Gr. Britain Brazil 
Australia France 
India Mexico 
Japan 

MORRIS (PHILIP), INC. 

England Germany 
Australia 


NAT’L. BISCUIT CO 
Canada Venerzuele 
England 


(Continued Next Page) 
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Major U. S. 


Industrial Companies Operating 


Abroad (continued) 





NAT'L. CASH REGISTER 
Subsidiaries operate in 32 
countries around the world. 


NAT’L. DAIRY PRODUCTS 


England Canada 
Germany Australia 
NAT'L. LEAD CO. 
Netherlands Australio 
Canada Cuba 
Gr. Britain Germany 
Mexico Norway 
Argentina Brazil 
Howsaii France 
OLIN MATHIESON CHEMICAL CORP. 
Panama Argentino 
France Brazil 
Peru Philippines 
Canada England 
Mexico Turkey 
Colombia Cuba 
Uruguay 
PARKE, DAVIS & CO. 
Mexico England 
Panamo Canado 
India Brazil 
Argentina Puerto Rico 
uba Australia 


PENNSYLVANIA SALT MFG 
Mexico Brazil 
Venezuela 


PFIZER, (CHAS.) & CO. 


Canada Panama 
Mexico Brazil 
Puerto Rico Gr. Britain 
Cuba Belgium 
PHELPS DODGE CORP 

Mexico Chile 
PHILCO CORP. 

Canada Brazil 

Gr. Britain Colombia 
Mexico 


PHILLIPS PETROLEUM CO 


Caneda Venezuela 


PITTSBURGH PLATE GLASS 
Canada Belgium 
Brazil Argentina 


PROCTER & GAMBLE CO 


Canada S. Africa 
Cuba Mexico 
Philippines Gr. Britain 
Java Venezuela 


RADIO CORP. OF AMERICA 


Argentina Cubs 
Chile Brazil 
Mexico Italy 
Canada Greece 
England Spain 


RHEEM MANUFACTURING CO 


Australia Argentina 
Brazil England 
For East Peru 
Canada Philippines 
REMINGTON RAND INC. 
Argentine Norway 
Brazil Italy 
Cuba Uruguay 
Mexico Venezuela 
Canada India 
England Scotland 
Peru France 
Sweden Germany 
Belgium Japan 
Netherlands 

REPUBLIC STEEL 

Canada Venezuela 
Liberia 


REVERE COPPER & BRASS 
Brazil 


REYNOLDS METALS 
Cuba Mexico 
Panama 
Canoda 


REYNOLDS, (R. J.) TOBACCO 


‘eece 


Jamaica, 8.W.1. 


ROHM & HAAS CO. 


Caneda Argentina 
Gr. Britain France 
ST. JOSEPH LEAD CO. 

Canede Argentina 
ST. REGIS PAPER CO 

Canado Brazil 
Belgium Argentina 


SCHERING CORP. 


Brazil 


SCOVILL MANUFACTURING CO 


Canada England 
SEARS, ROEBUCK 

Veneruela Cube 
Mexico Brazil 
England Colombia 
SIMMONS CO 

Mexico Cube 
Canada Puerto Rico 
England Argentine 


SOCONY MOBIL OIL CO 
World-wide operations are centered in 
29 countries in Evrope ond Africa 


SPERRY CORP 


England Canada 
SQUARE D CO 
Mexico Conodoa 


STANDARD BRANDS INC 


Canada Argentina 
Cuba Colombia 
S. Africa Peru 
England Uruguay 
Brazil Ecuador 


STANDARD OIL OF CALIFORNIA 

Foreign activities are carried on in 36 countries 
in Europe, Africa, Australia, Latin America, 
Middle and Far East. 


STANDARD OIL CO. (N. J.) 

Through principal affiliates has producing, re- 
fining and/or other facilities in 51 countries in 
latin America, Evrope, North Africa, Middle and 
For East. 


STERLING DRUG, INC 


Canada Argentina 
S. Africa Mexico 
England Peru 
Panamo New Zealand 
Costa Rica Chile 
Guatemala Uruguay 
Honduras 

STEW ART-WARNER 

Canada England 
SUN CHEMICAL CORP. 

Canada Mexico 
SUN OIL CO. 

England Belgium 
Holland Canada 
SUNBEAM CORP. 

Canada Australia 
SYLVANIA ELECTRIC PRODUCTS 
Canada Puerto Rico 
Brazil 

TEXAS CO. 

Canada Puerto Rico 
Mexico Uruguay 
Panoma Cuba 
TEXAS GULF SULPHUR 

Canada Iraq 
Mexico 

TIDE WATER ASSOC. OIL 

Canada Howaii 
Mexico* Philippines 
Germany 


TIMKEN ROLLER BEARING CO. 
England Canedo 


20th | ces FILM 


Canada Panoma 
England Peru 

Brazil Puerto Rico 
Australia Finland 
Cubc Philippine Is 
Trinidad 

UNION BAG & PAPER CORP. 
Venervela 

UN. CARBIDE & CARBON 

Canada Norwoy 
UNION OIL CO. OF CALIF 

Caneda Colombia 
Costa Rica 


UNITED DYE & CHEMICAL 


Scotland Jamaica B.W.! 
France Corsica 

Italy Argentine 
Belgium 

UNITED FRUIT CO 

Cuba Jamaica B.W.! 
Panama Honduras 
Costa Rico Canada 
Guatemala Gr. Britain 


UNITED MERCHANTS & MFGS 


Canada Venervela 
Argentina Uruguoy 
U.S. GYPSUM CO 

Cenedo Ponomo 

U. S$. PLYWOOD 

Canodo Ponoma 
Africa 

U. S. RUBBER 

England Netherland E. Indies 
Canada Brazil 
Maloy Argentine 
New Zealand Belgium 

U. S. STEEL CORP 

Venezuela Argentina 
Canada* Mexico 
England* Puerto Rico 
Peru Brazil 
Cuba 

VANADIUM CORP. OF AMERICA 
Canada Peru 

S. Africa 

VICK CHEMICAL CO 

Argentina England 
Brazil Philippines 
Canada France 
Colombia Belgium 
Mexico Indonesia 
S. Africa Ireland 
Australia Switzerland 
WARNER BROS. PICTURES 

Gr. Britain onada 
WARNER-LAMBERT 

Brazil Canada 

S. Africa New Zealand 
Argentina Belgium 
England Switzerland 
Mexico The Netherlands 
Italy Spain 
Australia 

WESTINGHOUSE ELEC. CORP 

razil Mexico 
India Canado 


WILSON & CO 


Argentina Australia 
Brazil New Zealand 
WOOLWORTH, (F. W.) CO. 

aneda Germany 
England Cubo 
WORTHINGTON CORP 
Canada Brazil 
Mexico Spain 
Italy France 
Germany England 
Austria 


WRIGLEY, (WM.) JR. CO 


Peru New Zealand 
Singapore Canada 
England Australia 
YALE & TOWNE MFG. CO. 

Germany England 
Canada 


* Inactive 


Source: N. Y. Stock Exchange 
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By OWEN ELY 


Tne growth outlook for the electric utilities 
continues to be excellent over the foreseeable fu- 
ture. KWH output in recent weeks has been running 
about 15% over last year, although part of this gain 
is due to the rapid increase in the amount of power 
taken by the Atomic Energy Commission. The Com- 
mission requirements for the week ended April 30th 
was reported to be 713 million KWH or 7‘ of the 
country’s entire output. However, excluding the elec- 
tricity taken by the Commission, the increase in that 
week was still in excess of 11%, a very healthy rate 
of gain. Residential consumers in February took 
nearly 13% more power than a year ago, small light 
and power consumers about 10° and large light and 
power (including the AEC) nearly 18% ; total rev- 
enues for the month were up nearly 10%. 

The industry’s construction program was speeded 
up last year, and as of March installed capacity ap- 
proximated 105 million kilowatts. This compared 
with 983 million a year earlier, or an increase of 
nearly 13%. The number of customers served by the 
electric power and light industry increased only 
2.6% last year, so that the increase in sales largely 
reflected increased use per customer. 

Long range estimates for future expansion of the 
electric power industry vary considerably but there 
is general agreement that the industry will double 
every two or three decades. Thus the Edison Elec- 
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tric Institute’s Power Survey Committee has esti- 
mated that by 1975 the national peak load will 
range from 252 million KW to 367 million KW, as 
compared with 89 million in 1954 and 64 million in 
1950. These estimates assume annual increases (com- 
pounded) of 5.4% and 6.8% respectively, although 
the average increase during 1938-53 was 7.8%. 

Construction activity in the electric power indus- 
try was abnormally large in recent years because the 
industry was trying not only to catch up with de- 
mand, but also to increase its margin of reserve 
capacity, which during the World War II had slipped 
to as low as 6%. At the end of 1954 this reserve 
amounted to nearly 22%, so that from here on the 
construction program can taper off somewhat, 
merely keeping up with growth. 

Of course growth is at differing rates in various 
sections of the country. Arizona is probably the fast- 
est growing state. Texas, Florida and California are 
still expanding rapidly and some of the most popu- 
lar “growth” utilities are located in Texas, Florida 
and Arizona. Certain industrial spots in the east are 
doing quite well and the opening of new toll roads, 
the coming construction of the St. Lawrence Sea- 
way, etc., are stimulating regional factors. 

The heavy construction program of the electric 
utilities has introduced new factors into individual 
earnings statements, which analysts and investors 


THE MAGAZINE OF WALL STREET 














ce rT rT FT Se oS Oe ee 











med 


V 





esti- 
will 
V, as 
yn in 
com- 
ough 


1dus- 
e the 
h de- 
serve 
pped 
serve 
n the 
vhat, 


rious 
fast- 
a are 
,0pu- 
orida 
it are 
oads, 

Sea- 


actric 
idual 
stors 


REET 








rr 














Comparative Earnings, Dividend Record and Comment on Important Electric Utilities 





Price Range 























Earnings Per Share Dividends Per Share Recent Div 

1952 1953 1954 1952 1953 1954 Price Yield(t) 1954-1955 
American Gas & Electric ...............0000 $2.36 $ 2.49 $ 2.52 $ 1.50 $ 1.60! $ 1.80° 45 4.0% 4812-334 
Baltimore Gas & Electric* ...................... 1.79 1.68 1.89 1.40 1.40 1.602 34 47 3432-265 
Central & South West Corp. ................ 1.60 1.72 2.00 95 1.04 1.32° 32 4.1 36'4-23\8 
Cincinnati Gas & Electric . 1.40 1.56 1.71 1.00: 1.00 1.20° 26 4.6 2734-2078 
Cleveland Electric illum. 3.45 4.07 3.86 2.60 2.60 2.60 68 3.8 71%4-53'2 
Commonwealth Edison ........................ 2.25 2.38 2.70 1.80 1.80 1.80 40 45 4834-3678 
Consolidated Edison ..............cccccecseeeeees 2.63 2.94 2.98 2.00 2.30 2.40 49 49 5152-4078 
Consumers Power Co. ...........ccccccececeeeeees 2.65 3.16 3.10 2.00 2.15 2.20 47 46 5072-38’s 
Dayton Power & Light 0.0... 2.85 2.78 2.88 2.00 2.00 2.00 45 44 4634-37 
I IN icisiicisaitsisiaceaisivaniitimieniorioneiinds 1.71 1.92 2.05 1.40 1.50 1.60 35 4.5 37'2-28% 
Beqwseme Ligh? Ce. ....cccccencesccccesscoseceees 2.10 2.22 2.26 1.50 1.55 1.807 35 5.1 37 e-28\4 
General Public Utilities 2.17 2.30 2.42 1.45 1.60 1.70 36 4.7 367-28 
By SID TA, cisenseemseninensserensnnnesines 2.89 2.74 2.82 2.20 2.20 2.20 52 42 527-40 
Indianapolis Pr. & bt. oo... 1.49 1.60 1.62 1.00 1.02 1.202 25 4.8 2678-195 
Middle South Utilities 20.0.0... 1.86 2.06 2.13 1.25 1.372 1.502 31 4.8 3558-2634 
New England Electric System .............. 1.18 1.18 1.16 .87'2 .90 .90 17 5.2 18 -13% 
Niagara Mohawk Power ................000 1.92 2.03 2.11 1.60 1.60 1.60 33 4.8 3378-274 
Northern States Power 200.000... 1.01 1.10 1.07 70 70 .80 16 5.0 17-13% 
IIS asrrihdannidcenihiiniepieanieino 2.97 3.15 3.02 2.05 2.20 2.20 48 45 49 -38'2 
Pacific Gas & Electric . 2.30 2.82 2.88 2.00 2.05 2.20 48 4.5 4834-398 
Philadelphia Electric ‘ 2.20 2.36 2.25 1.50 1.55 1.80° 39 4.6 4058-32" 
Public Service Elec. & Gas................... : 1.93 1.80 1.96 1.60 1.60 1.60 31 5.1 3314-252 
Public Service of Indiana...................... 2.39 2.36 2.39 1.80 1.85 2.00 41 49 43 -35% 
Southern California Edison .................. 3.33 2.68 3.06 2.00 2.00 2.40° 49 48 51-37% 
SINS IID... cutenatstnatnddhanbisciiiamnsisatbiin 1.18 1.24 1.29 .80 .80 .902 20 4.5 21-15% 
ee 2.54 2.61 2.88 1.80 1.80 2.20° 47 44 47 -34%2 
Virginia Electric & Power...................... 1.74 1.78 2.20 1.35 1.40 1.60° 38 4.2 3838-27 
Wisconsin Electric Power .................000 2.77 2.16 2.31 1.40 1.50 1.50 32 46 35 -28% 
* Name changed from Consol. Gas, Elec. Lt. & Pr. of Balt. ' Plus stock. Plus 1 sh. Nor. Ill. Gas for every 25 sh. held. 


t Based on 1954 dividend. 


American Gas & Electric: Has good growth record, diversified industrial 
load and is ee in large-scale engineering developments. Occasional 
stock dividends supplement increasing cash payments. (H) 


Baltimore Gas & Electric: Conservative old-line company with rapidly 
growing natural gas division. Received rate increase last June, dividend 
recently raised to $1.60. (H 


Central & South West: Excellent growth record. Last year’s big panes 
gain partly due to heavy air-conditioning load. May earn about $2 
again this year, on increased shares. (H) 


Cincinnati Gas & Electric: Well-managed old-line utility with 102-year 
dividend record. Local industry is of stable type, and public relations 
are now excellent. Payout conservative. ( 


Cleveland Electric Mluminating: Located at center of nation’s leading 
industrial area. While heavy industry dominant, cyclical trend offset by 
high equity ratio. Yield on low side. Bond rating Aaa. (H) 


Commonwealth Edison: Recently distributed stock of gas subsidiary, but 
improving electric earnings expected to take up slack; eventual $2 
dividend possible. Conservative management, Aaa bond rating. (H) 


Consolidated Edison: Largest electric-gas utility. Growth slower than 
average, though aided by reconstruction, modernization, air-conditioning. 
Heavy residential load lends stability. (H) 


Consumers Power: Serves a large diversified industrial and rural territory 
in Michigan, outside Detroit. Earnings for 1955 should better the $3.10 
a@ common share of 1954. Minimum dividend of $.55 quarterly is expected 
to continue. (H) 


Dayton Power & Light: Gas house-heating business growing rapidly, with 
ag sgewrtetions lifted. An increase in the $2 dividend seems a possi- 
ility. (H) 


Detroit Edison: Benefiting by current automotive activity, earnings are ex- 
pected to increase to $2.25 this year vs. $2.05 last year, with possibility 
of a dividend increase. (H) 


Duquesne Light: Company has benefited in recent years by rate increases 
and generating economies. Gains in residential sales anticipated. (H) 


General Public Utilities: Successor to Associated Gas, aggressive manage- 
ment has worked wonders in improving capital set-up, generating effi- 
ciency, etc. Further gains in earnings probable. (H) 


Illinois Power: Company has enjoyed better than average growth. While 
share earnings have “made a line” they are now improving due to a 
rate increase received last July. (H) 

Indianapolis Power & Light: Share earnings have shown relatively little 


gain since 1946, although revenues doubled; dividend payout has in- 
creased but remains conservative. (N) 


2 Indicated 1955 rate. 


Middle South Utilities: Handicapped marketwise by so-called ‘Dixon- 
Yates’ controversy, but reasonably priced in relation to earnings and 
dividends, especially compared with other growth utilities. (H) 


New England Electric System: System set-up and financial picture greatly 
improved in recent years, and over next year or so the old $1 dividend 
rate may be restored. Company in new “hurricane belt.” (H) 


Niagara Mohawk Power: Earnings are expected to improve to around 
$2.25 a share this year, with possibility of dividend increase. Gas division 
growing rapidly. (H 

Northern States Power: Earnings for 1955 estimated around $1.15, con- 
tinuing moderate uptrend of past four years. Company operates in stable 
orea, with relatively low industrial load. (N) 


Ohio Edison: Relatively high industrial load contributes 37% of revenues. 
Share earnings steady in recent years, equity ratio above average. Divi- 
dend increase to $2.40 possible in 1955-6. (H 


Pacific Gas & Electric: Second largest electric-gas company with tremen- 
dous gain in revenues over past two decades, Share earnings remarkably 
steady, have shown some improvement in recent years. (H) 


Philadelphia Electric: Benefiting by big industrial development in its east- 
ern area, company is planning to add substantial generating capacity. 
Yield slightly below average, reflecting Aaa bond rating. (H) 


Public Service Electric & Gas: While past earnings record has been dis- 
appointing, improvement is now anticipated (12 months from March $2.11 
vs. $1.75). Yield of 5.2% above average. (H) 


Public Service of Indiana: While share earnings “made a line” in recent 
years, substantial new generating capacity and a possible rate increase 
(requested in May, 1955) are favorable factors. (H) 


Southern California Edison: Earnings this year estimated at $2.35-$2.50 
(reflecting last July's rate increase) but this may be slightly reduced by 
conversion of preferred stocks. Low water handicapping bode opera- 
tions, (H) 

Southern Company: Has enjoyed good growth and load is well diversified. 
New steam capacity is helping reduce adverse effects of droughts on 
hydro operation. (H) 

Utah Power & Light: Share earnings have improved moderately in recent 
years, dividend rate increasing from $1.20 to $2 (67% payout). Business 
well diversified, mining not too important. 


Virginia Electric & Power: Large new generating units (steam and hydro) 
together with the rate increase of March 1954 are benefiting share earn- 
ings. Dividend rate recently increased. (H 


Wisconsin Electric Power: Company noted for its conservative accounting 
policies and efficient operations. Earnings this year expected to compare 
favorably with last year’s $2.09. (H) 





RATING—(H)—Hold. 


(N)—Neutral. 
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———— en 
1954 Key Statistics and Ratios of 
Central 
American Baltimore &South Cincinnati Cleveland Common- 
Gas & Gas & West Gas & Elec. wealth Consolidated 
Elec. Elec. Corp. Elec. Hum. Edison Edison 

PLANT VALUE (MILLIONS) GROSS...............ccccssssssscssssesssnssneseensneee $1,096 $348 $471 $290 $386 $1,349 $1,743 
Depreciation Reserve ..........cecssecssseessseesereesssenennsnsnnensnncesnnnernennenees 221 70 71 64 98 330 344 
Beet Phere AeeOUIe ..cccccccccccccccccscoccccccsccccccccccccccvesccososoonsoccsoooosescoccooscs 875 278 400 226 288 1,019 1,399 
CAPITAL RATIOS 
Funded Debt to Total Capitalization..................ssseseereeeenereenens 57 50 56 51 46 51 45 
Preferred Stock to Total Capitalizati 10 10 1 12 9 12 
Common Stock & Surplus to Total Capitalizati 33 40 33 37 45 49 43 
ANALYSIS OF REVENUES — ELECTRICITY %..0........cccccserseceseeeesees 100 71 100 64 96 100 86 
Tl ecb lei plteaniwancanienniensnnaniaaanineenaniicatitiso® 27 ssid 36 — os 15 
IN TE a susiacconsicctsncseunnsensniesenisenvenctanennenneennabepninenteensannenene 2 4 5 
INCOME ACCOUNT (Consolidated) 
EEE TET $ 230 $107 $104 $ 95 $ 93 $309 $473 
Operating Expenses (purch. pow. OF GOS) ..........ssserereceeeeeeenenees 85 54 34 50 38 133 198 
GIBUIIEIDD cccecececcesncecoscosercccrocncsvccccossvoresnssersoccsoocsonsoscssononensceoorosoe 20 7 8 5 2 20 48 
SITIIIIIIII - <cciisrcocessenesonencaecenenepsscensosennesnmmanannentsenssnpeminnansentennsanententes 28 8 10 6 10 32 43 
PI er IIE GRUB srccosecessssesscesessiesncnnssercnsetrecsnsemnmmremmasesasnane 29 13 15 1 W 35 mw 
RII scssii sian ccs einen 18 8 7 6 8 36 7® 
Net Operating Income (after all taxes)..............csssersssereeeeeess 50 16 27 15 17 51 “6 
Gross Income 51 16 27 15 17 58 69 
I I ised nnmacinlaunslinleiiitnl 14 4 7 3 4 13 19 
Net Income (Consol. Net Inc.) .............. 36 12 18 13 14 44 50 
EXPENSE RATIOS 
Ratio Depreciation to Gross Revemues................cccccccscsesesesessneeseees 12 8 10 7 W 10 9 
Maintenance to Gross Revenues .................ccccccccseseeeeeeseescneeeeeneners 9 7 7 6 6 6 10 
Combined Deprec. & Maintenance to Gross Rev. ...........0.cc0000 21 15 17 13 17 16 19 
Operating Ratio (including taxes) .................ccccccceseeseeeeseeseeseeeenens 78 85 74 83 81 83 tC - 
EARNINGS RATIO 
No. Times Fixed Charges Earned after Taxes! ..............:ccccceee 3.5 4.0 4.0 5.3 4.4 4.3 3.5 
ANALYSIS OF ELECTRIC REV. (% of Total) 
I A lel 19 34 38 35 33 34 34 
_IRREEESITRE nner ne nF er ae ete ar eR Ne eae OED 8 31 26 25 58° 29 55° 
Industrial 56 33 27 29 awe 26 sia 
i a aa 17 2 9 WW a VW 11 
COMMON STOCK — Recent Price .... 44 $ 34 $ 32 $ 26 $ 68 $ 40 $$” 
Indicated Dividend Rate 1.80 $ 1.60 $ 1.32 $ 1.20 $ 2.60 $ 1.80 $ 2.40 
ERE ARTA RL eee een ae eae 4.0% 4.7% 4.1% 4.6% 3.8% 4.5% 4.9% 
Earned Per Share on Commun Stock in 1954............cccccccccecseeeeee $ 2.52 $ 1.89 $ 2.00 $ 1.71 $ 3.86 $ 2.70 $ 2.98 
TUTTI SEITEN" cconsiintichsssummssninsenunsbusenhasinssesenesinasuaiesintenpntanetsniene 17.4 18.0 16.0 15.2 17.6 14.8 16.4 

jnseniieeenanennietnatnelainisensitiiabintiniiamiuiiaeiniiaanninaiaiies 71% 74% 66% 70% 67% 66% 80°. 


Dividend Pay-out % 





1 Includes interest on construction credit. 
2 Combined commercial and industrial. 








have now learned to watch. These are (1) the tim- 
ing and amount of new equity financing; (2) 
whether “average shares” or “actual shares” are 
used as a basis for reporting share earnings; (3) the 
interest on construction credit; and (4) five-year 
accelerated amortization. Taking these up in order: 

1. Some rapid growth companies, such as South- 
western Public Service, have been issuing common 
stock regularly each year for a number of years. 
Some other companies which have also been doing 
this regularly in the past now find themselves able 
to skip a year, since their equity ratios have been 
built up to respectable levels (around 35%) and the 
amount of new construction is running somewhat 
smaller. The omission of equity financing gives the 
company a chance to “catch up” and earnings should 
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normally benefit thereby. 

Analysts are always interested in learning the 
timing and character of equity financing. This is 
particularly true of rights subscriptions which fre- 
quently depress the price of a stock by 5% or 10%. 
Sagacious investors ean frequently pick up bargains 
during these periods when rights are being offered; 
sometimes they can do this best by picking up the 
rights at low fractions such as 1/16 or 1/32, which 
permits them to obtain the new stock at the subscrip- 
tion price without paying a commission (except of 
course that there is a small commission on the 
purchase of the rights). Some investors may open 
“special subscription accounts” which permit the 
borrowing of 75% on newly offered stock (regard- 
less of the usual 25% margin rule). When the stock 
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Important Utility Companies 

























Public 
Middle Niagara Northern Pacific Service Southern Union 
dated Consumers Detroit Seuth Mohawk States Ohio Gas & Phila. Elec. & Calif. Southern Electric 
on Power Edison Util. Power Power Edison Elec. Elec. Gas Edison Company (of Mo.) 
$612 $761 $601 $852 $447 $476 $2,052 $812 $865 $834 $910 $525 
99 140 % 215 84 85 380 160 194 142 146 114 
513 621 505 637 363 391 1,672 652 671 692 764 411 
44 55 54 46 42 47 47 53 47 56 49 
14 i 9 15 21 17 20 13 7 16 14 15 
42 45 37 33 41 33 40 40 37 30 36 
68 97 83 82 87 98 68 84 70 160 99 oa 
31 me 10 18 1 31 14 20 3 
1 3 7 2 2 1 2 1 3 
$176 $195 $143 $210 $117 $109 $386 $196 $249 $153 $193 $114 
83 93 57 88 50 » 152 81 109 53 74 40 
11 16 9 18 7 8 15 17 24 9 WW 9 
13 16 15 17 10 12 » 20 18 17 24 13 
21 16 17 19 15 19 50 31 25 22 27 14 
7 16 14 27 13 8 45 7 31 18 14 10 
31 33 268 37 22 23 83 38 39 33 41 25 
33 33 28 37 22 23 84 36 39 35 42 25 
6 10 8 9 4 3 19 7 "W . 18 6 
26 22 19 28 17 20 63 31 27 27 23 19 
8 8 10 8 9 10 18 10 7 1 13 1 
7 8 6 9 6 7 a 9 le 6 6 8 
15 16 16 17 15 17 14 19 17 17 19 19 
81 83 79 82 89 79 78 80 84 80 78 77 
] 5.3 3.3 3.4 4.1 5.1 8.1 44 5.1 3.6 42 2.3 4.1 
42 40 35 31 42 40 46 33 35 43 35 32 
21 28 25 18 56" 23 45° 2 30 21 26 21 
32 28 28 38 32 34 32 25 29 32 
5 4 12 13 2 5 9 1 3 TP 10 14 
$ 47 $ 35 $ 31 $ 33 $ 16 $ 48 $ 48 $ 39 $ 31 $ 49 $ 20 $ 30 
0 $ 220 $ 160 $ 150 $ 160 $ 80 $ 220 $ 220 $ 180 $ 160 $ 240 $ 9 ¢ 1.40 
% 4.6% 4.5% 4.8% 4.8% 5.0% 4.5% 4.5% 4.6% 5.1% 4.9% 4.5% 4.6% 
18 $ 310 $ 205 $ 213 $ 211 $ 107 $ 302 $ 288 $ 225 $ 19% $ 306 $ 129 $ 1.65 
15.1 17.5 14.5 15.6 15.0 15.9 16.6 17.3 15.8 16.0 15.5 18.1 
, 71% 78% 70% 75% 74% 72% 76% 80% 81% 78% 70% 84° 
——= _— ——— 
recovers from the temporary depression in price re- ferred or common) is actually employed in con- 
r the fpulting from the financing, the percentage profit on struction work, it is assumed to be earning 6% 
jis is fthe investment is multiplied by four. (Formerly (this is the figure usually employed). However, 
| fre- [good profits were also made from dividends as com-_ since the property is not yet in operation this credit 
10%. fared with the lower interest rate on the loan, but is placed in fixed charges. Actual experience has 
yains fhis factor is now less favorable.) shown, however, that after the new units go into 
ored ; 2. Many companies now reduce the immediate di- operation there is a lag before they really contribute 
» the futing effect of equity financing by using average 6% in real earnings. Hence there is an interval 
yhich hares, while some still use actual shares. Hence it between the time when the interest credit disap- 
crip- }8 important to note what any particular company pears, and the time when actual earnings pick up— 
pt of floes in this respect. and during this period share earnings are apt to 
_ the | 3. There is an artificial item which also tends to decline. Thus it becomes necessary to watch the 
open Pifset the dilution mentioned above—the setting up interest credit (converted into cents per share). 
; the Pf a bookkeeping account called “Interest on Con- 4. Very few companies now report share earnings 
rard- fBtruction Credit”. This means that as soon as the as including the tax savings due to accelerated amor- 
stock foney resulting from any financing (bonds, pre- tization. But it’s important to note whether the 
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earnings are overstated in this manner as compared 
with the general practice. 

There is another phase of utility financing that is 
of special interest these days—the issuance of con- 
vertible preferred stocks or convertible debentures. 
These issues are frequently more interesting than 
the equity stocks of the same companies, since in- 
vestors who buy substantial amounts can usually 
borrow more heavily at the banks on these senior 
issues (particularly debentures) than they could on 
the common stocks. Sometimes the bonds are not 
made convertible until a year or more after issu- 
ance, so that they sell at a discount from conversion 
parity, affording an additional profit when the dis- 
count is made up. Debentures can sometimes be 
“leveraged” through loans to afford eventually high 
percentage profits. This has been particularly true 
of the American Telephone & Telegraph debentures 
which are issued about every year and a half. 

Of course the bull market has been an important 
factor in these profitable “deals”; in a bear market 
the going would not be so good. However, most of 
the debentures have a “floor’’—a price at which they 
would become attractive purely for yield. Thus for 
the initial investors (who bought at a relatively low 
price) there is usually a greater degree of protection 
on the down side than in the common stock. 

Detroit Edison Convertibles have been selling re- 
cently around 136 and are convertible into four 
shares of stock for each $100 bond. With the com- 
mon stock selling at 3514, the conversion parity 
would be 142, but conversion cannot be made until 
next February. The “discount” is thus 6 points. 
Recently Southern California Edison issued about 
$40 million Convertible Debentures, but in this case 
the conversion cannot be made until January 1957, 
at which time one third of the issue can be con- 
verted. This issue has proved particularly popular 
and is selling close to the conversion level instead 
of at a discount—apparently indicating a belief that 
earnings and dividends of this company may in- 
crease in the next two years, resulting in a higher 
price for the common stock. 


Market Action Quieter 


The general market for utility stocks has been 
rather apathetic in recent months, however. In early 
March the utilities made a new high at the same 
time as industrials, but while industrial and rail 
stocks established new high levels in April utilities 
were unable to get back to the March peak, and 
recently shared in the general decline—although still 
selling higher than the low level of March 14th fol- 
lowing the market break. 

There have been some utility specialties which 
have spurted to high levels, notably General Tele- 
phone which advanced from 345% early in the year 
to a recent high of 57 on a higher dividend. The elec- 
tric utility “growth” stocks have also done well. 
The Florida utilities have been outstanding this year, 
gaining a market “parity” with Texas high flyers 
such as Houston Lighting, Texas Utilities, ete. 
Florida Power & Light advanced from last year’s 
low of 3814 to a recent high of 71; Florida Power 
Corp. from last year’s low of 28 to a recent 4814 
(now, however, off to 4314 on rights financing) ; and 
Tampa Electric, on the American Stock Exchange, 
rose from 173% (adjusted for split-up) to the recent 
high of 3014. 

The Arizona utility stocks have also done moder- 
ately well—Arizona Public Service going from last 
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year’s low of 173% to recent price around 26, and 
Tucson Gas Electric Light & Power from 181, to 
2714. Texas issues had their innings somewhat 
earlier—Houston Lighting rose from 28 last year to 
47 (now lower) and Texas Utilities from 4614 to 73. 

Have the growth utilities “discounted” the rising 
trend of share earnings over the next two or three 
years? They are now selling at about 18-20 times 
earnings compared with about 14-16 for other utili- 
ties. Some of the yields have dropped to low levels, 
such as Florida Power & Light’s 3°. In other words, 
are these stocks overpopular? At the moment there 
appear to be better bargains in other sections of 
the list although a few growth stocks, such as Cen- 
tral & South West, El Paso Electric and Tucson are 
perhaps not too far out of line with the industry 
averages. 

To some extent utility yields are affected by in- 
terest rates. This was particularly true in the spring 
of 1953 when rapidly rising interest rates resulted 
in a sharp decline in utility stock prices. (The lost 
ground was recovered later in the year, after the 
Administration reversed its money policy.) At the 
present time there is a slow but rather persistent 
increase in money rates which may be acting as a 
handicap to the utility market. Also this is the period 
of the year when equity financing is actively in 
progress, which may also be a retarding influence. 


Administration Policies Favorable 


The utilities have benefited considerably by the 
policies of the Eisenhower Administration. This has 
been reflected not only in the more rational regula- 
tory philosophy of the Federal Power Commission 
but in the new idea of “partnership” between pub- 
lic agencies and private groups in the development 
of huge hydro projects. Several of these projects, 
involving hundreds of millions of dollars, were re- 
cently announced in the Pacific Northwest. Accord- 
ingly there may be increased long-pull opportunities 
for appreciation in the stocks of utilities in this 
area, such as Pacific Power & Light, Washington 
Water Power, Puget Sound Power & Light, Port- 
land General Electric, etc. 

These huge hydro projects, such as the John Day 
and Mica Creek proposals, will involve large loans 
from insurance companies so that the equity invest- 
ment might in time (after four or five years, per- 
haps) prove very profitable because of the leverage. 
The new proposals are set up in novel form. The 
utilities propose merely to buy the power for a long 
period of years, and not the dam itself. 

Even the power plant may remain the property 
of the Federal Government, although the utilities 
will pay for the entire construction bill. This seems 
designed to circumvent the “give away” charge made 
by New Deal Democrats against the Eisenhower 
power program. Details as to the financing of these 
projects are not yet available but they would pre 
sumably be based on long-term purchase contracts 
for the power to be produced, with insurance com- 
panies having a prior claim. 

Under earlier administrations some of the State 
commissions took their cue from the Federal com- 
missions at Washington in antagonizing the utili- 
ties. Washington agencies are reported to have done 
considerable “missionary work” (largely unofficially, 
of course) among the State commissions in favor of 
rigidly defined low rate bases, low “cost of money” 
rates of return, etc. But this attempt to spread the 
New Deal anti-utility (Please turn to page 373) 
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YG, these days of bitter proxy fights designed 
to wrest control of management from long-standing 
incumbents the phrase “book value” is ubiquitous. 
Whether the contest involve a giant railroad or a 
mercantile empire, the “outs” invariably have in- 
sisted that the “ins” have not utilized the high 
assets of the company to generate greater earning 
power. On the other side, the “‘ins’”’ have insisted that 
the times had not been propitious. 

It is not always easy for the shareholder, far re- 
moved from the business he owns but which other 
people are struggling to control, to decide whether 
expansion or retrenchment the proper course. 
Even the term “book value” may mystify him. En- 
ceyclopedia Britannica defines it thusly: 

“The book value of a share of common stock in a 
company having no preferred issues is determined 
v dividing the excess of assets over liabilities by 
the number of shares outstanding. The market value 
if the share as indicated by quotations on a securi- 
ties exchange might be higher or lower than the 
ook value of the share. Generally speaking, there 
need not be any close coincidence between the book 
value and the appraised value or the market value.” 

In the light of the unprecedented business boom 
that has taken place in the post-war decade, the ex- 
bansionist advocates would appear to have guessed 
tight. Indeed, it may explain, in large measure, the 
success achieved by insurgents in many of these 
struggles for company control. 


is 


Making Assets Pay Off 


But it is not alone fear of a challenge to its stew- 
ardship that has impelled management to get off its 
assets. In the case of the makers of railroad equip- 
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By CHARLES D. 


ment, as an example, top executives saw their busi- 
ness diminish with the passing years—the feast was 
over and famine impended. Names such as American 
Car and Foundry, which goes back to the 19th Cen- 
tury, disappeared, becoming ACF Industries. The 
company had gone into electronics and other fields, 
lessening its dependence on rail equipment. Pullman, 
kingpin of the rail-equipment field, moved into the 
manufacture of truck trailers and oilfield gear. 
American Locomotive became Alco Products and a 
factor in atomic energy. 

It hasn’t always required the edict to diversify or 
die to get an industry off on an expansion spree. 
Sometimes the emergence of a new product will con- 
vince companies of the wisdom of using long frozen 
assets. The office-equipment people are a case in 
point. Development of the electronic computer sent 
companies such as Underwood, National Cash Regis- 
ter and Remington Rand into the market place for 
upcoming small companies that had developed this 
newest adjunct to business efficiency. 

A merger that stemmed from the quest for a prof- 
itable outlet for cash surplus by an under-invested 
company came about in 1953. United Paramount 
Theatres, Inc., possessed of an important chain of 
movie houses around the country and lots of spare 
cash, merged with American Broadcasting Co., Inc. 
ABC had been badly outdistanced in the scramble 
for top television shows and lacked the funds to 
compete with the big networks. Business picked up 
sharply after the merger and it is no secret that the 
financially strengthened company has been giving 
Radio Corp. of America and Columbia Broadcasting 


System effective competition with its improved 
programming. 
The daddy of all modern mergers would wed 


Youngstown Sheet & Tube to Bethlehem Steel. Sheet 
and Tube, with a “book” of $97, sold as low as 6714 
this year. The Government has taken a dim view of 
their plan to merge, but these companies have not 
given up. They have promised to increase their com- 
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bined productive capacity by 12% if permitted to 
amalgamate. This would be an excellent opportunity 
for use of the vast Sheet & ‘Tube assets to solidify 
the emerging company’s position in the industry. 


When Book Value Counts 


Investors often are attracted to companies that 
have book value far beyond their selling price. How- 
ever, it does not follow that stocks in this category 
necessarily are underpriced. As we have sought to 
demonstrate in the foregoing, book value provides 
little more than a subject for academic discussion 
where a company permits vital assets to lay dor- 
mant in the face of vast opportunity. Indeed, many 
companies have seen their leadership in a field lost 
to a rival whose assets were substantially smaller. 
Assets, however sizable, are rarely reflected in the 
market place when dominated by management whose 
philosophy is retrogressive. This is not to argue that 
corporate nest eggs must be used to the hilt in all 
seasons. Indeed, many companies weathered the 
storms of the 1930’s only because they had nursed 
their resources. 

In World War II and the decade that followed, 
however, this country witnessed vast upheavals on 
the business front. An earlier generation would be 
bewildered by the changes that have taken place— 
new products, rounding out the line of products, 
diversification, merger—and out of the maelstrom 
have come numerous corporate combines which owe 
their present-day eminence to far-sighted manage- 
ment. Fortunate, indeed, was the investor who had a 
share in an enterprise whose top management had 
the courage and the vision to use dormant assets to 
strengthen a company’s position. 

In the following we propose to deal with compa- 
nies whose book value is high and to show what use 
is being made of their great assets toward generat- 
ing increased earnings. 





UNDERWOOD CORP., a maker of typewriters, 
accounting machines and numerous other business- 
equipment products, did not keep pace in the past 
few years with the dynamic competition provided 
in this rapidly changing industry by such companies 
as International Business Machines and Remington 
Rand. Old-line top management failed to grasp the 
significance of new products, new systems and new 
styles. From a high above 80 in 1946, Underwood 
shares hit the toboggan, sinking to 26 in 1953. There 
were some sharp dips in sales and earnings, divi- 
dends were cut. Into this setup came Carl P. Ray. 
Taken from the sales force and made a vice presi- 
dent, young Ray got the company to invest in such 
new products as punch-card systems and electronic 
computers. Machine styling was vastly improved. 
Now Underwood is on the way up again, although 
at its present market price it is only about two- 
thirds of the book value of $53.13. Owing to the vigor 
of the competition in this field, however, it will take 
some time to overcome the handicap incurred by 
failure to recognize changing conditions in this busi- 
ness. Dividends of 25 cents at quarterly intervals 
have been declared this year compared with annual 
totals of $4 as recently as 1952—a measure of the 
decline in the fortunes of Underwood. But armed 
with a full complement of equipment, Underwood 
should be able henceforth to do battle on more even 
terms with the other two members of the big three 
in this industry. 
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ACF INDUSTRIES, INC., selling for little more 
than half of book value of $109.44, is an outstanding 
example of the uses to which large assets may be 
put. Known since the turn of the century as Ameri. 
can Car and Foundry, the company was, for a half 
century, one of the top manufacturers of railway 
rolling stock and allied equipment. Although its 
name has been changed to ACF Industries, to re. 
flect diversity of product, the company continues to 
occupy an important position in the rail-equipment 
field. Large investments in plants, new facilities and 
research have broadened the earnings base. ACF 
now serves the aircraft, electronic and oilfield indus. 
tries, to cite but a few. The company also is a factor 
in the atomic energy field. Nor has ACF neglected 
its old-line railroad business. The company has used 
its considerable resources to develop the highly-pub- 
licized Talgo train, passenger equipment of low-slung 
lightweight design. Trains of the Talgo type may 
make possible the type of railroad economies 
achieved by dieselization. Indications are that ACF 
will continue to pursue a program of diversification, 
with emphasis on the new glamour industries, what. 
ever the rail-equipment field may hold. 


ANACONDA CO., formerly Anaconda Copper 
Mining Co., has been using its sizable resources over 
the past decade to improve its competitive position 
as a miner and fabricator of metals. The company is 
just beginning to reap the large benefits of this for- 
ward-looking program. For the first quarter of this 
year, operating income at $36,616,000 was 2.83 times 
that of the initial three months of 1954 and net in- 
come this year of $14,203,000 was 3.5 times that of 
the first quarter a year ago. It is true that a higher 
level of operations and a better price for copper 
prevailed this year, but that is only part of the story. 
An important factor in this upturn in the fortunes 
of Anaconda was the $338 million in capital spent 
since the beginning of 1946 on new equipment, mine 
expansion, and modernization and expansion at the 
company’s copper and brass product fabricating sub- 
sidiaries, along with full quarter operation of one 
section of its uranium processing plant. Anaconda 
shares this year have sold as low as 60% of “book,” 
but continuance of the type of performance achieved 
thus far this year might very well take it off the 
bargain counter within a reasonable period. 


AMERICAN VISCOSE CORP. this year has been 
narrowing the disparity that long prevailed between 
market and book value. The answer is not hard t 
find. This company has used its strong assets posi- 
tion to develop new earning power. As a result, the 
steady slide in earnings and sales seems to have been 
halted by this giant textile firm. In the first quarter 
of 1955, earnings rose threefold to $5,930,000 and 
sales at $66,418,000 gained by 30%. In partnership 
with Monsanto Chemical Co., American Viscose or- 
ganized Chemstrand Corp., producer of Acrilan and 
nylon. Its 50% ownership of Chemstrand is proving 
an important source of earnings to American Vis- 
cose. A notable development for this company has 
been the exploitation of such new fields as rayon 
staple for tufted rugs. The market scarcely existed 
a few years ago, but has grown so rapidly that the 
company is hard put to fill orders. Another joint 
venture gave the company an interest in Ketchikan 
Pulp Co. During 1954, the investment in and adé- 
vances to Chemstrand increased by $5.2 million to 
$28 million and in Ketchikan by $4.9 million to $13. 
million. No further large investment in these twé 
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companies is contemplated. These investments and 
the expenditures for plant and equipment in 1954 
exceeded funds available from operations after pay- 
ment of dividends, thus resulting in the decline of 
$1.8 million in working capital. But if the showing 
of the first three months of this year is a criterion 
of what can be achieved by using assets to build 
earnings, stockholders will have no cause for com- 
plaint. 


GREAT NORTHERN RAILWAY CO. serves the 
upper tier of states west of Duluth and the Twin 
Cities, a vast growing area that generates such di- 
verse traffic as oil, iron ore, farm products and lum- 
ber. Despite a drop in gross revenue and net income 
during 1954, the road proceeded with an impressive 
program of capital improvements. These included 
centralized traffic control installations, trailer-on- 
flat-car service, complete dieselization west of Minot, 
N. D., erection of a new freight car shop building, 
construction of a new modern car-retarder freight 
classification yard at Minot, construction of 1,000 
boxcars and the purchase of dome coaches and full- 
length dome lounge cars on the run between Chicago 
and Seattle-Portland. Thus, the Great Northern has 
continued to maintain a modern railroad plant de- 
spite declining revenues and net last year. A meas- 
ure of its strong finances may be gleaned from the 
fact that it also raised the dividend at the same 
time. Such optimism doubtless stems from the ex- 
pectation that 1955 will prove an excellent year. 
Greater demand for steel should substantially in- 
crease movement of iron ore on its lines and booming 
home construction should stimulate lumber traffic. 
At current market levels, Great Northern is ap- 
praised at less than one-half of book value. 


J. P. STEVENS & CO., INC., a leading textile 
manufacturer, this year announced it had acquired 
more than 95% of the common stock of Cheney 
Brothers and was adding to its plants in South Caro- 
lina. Curiously, this company has been saying that 
the industry in the past three years suffered from 
over-expansion, over-capacity and over-production. 
The Korean war, with a consequent consumer buy- 


ing spree and heavy Government procurement, de- 
layed the adjustment until 1952. A year ago the 
industry hit the low point, followed by a rash of 
mergers among textile firms. Despite the feast-or- 
famine history of this industry, Stevens is mildly 
optimistic about the future. It has backed up its faith 
with large sums of money—$100 million in build- 
ings and machinery since 1947. The company is 
counting on population growth, new fabrics devel- 
oped through research, a sharply reduced investment 
by the industry in new productive facilities and the 
liquidation of many textile companies to achieve a 
readjustment for the business. J. P. Stevens is one 
of the better situated textile firms and, while earn- 
ings have continued to lag, show signs of improve- 
ment directly ahead. The stock is selling at roughly 
half of the book value of $47.49. 


SOUTHERN PACIFIC CO., whose vast railroad 
network serves the growing Southwest and West, 
has considerable assets it doubtless will use in the 
years ahead to exploit the opportunities unfolding 
in those regions. In 1954, capital expenditures of its 
lines and affiliates totaled more than $63 million. 
Principal expenditures were for diesels, freight cars, 
streamlined passenger cars, a system of centralized 
traffic control and the like. This year, Southern Pa- 
cific decided to go into the business of transporting 
refined petroleum products via pipeline. Plans call 
for building pipelines from Los Angeles refinery area 
to Phoenix and Tucson, and from the El Paso re- 
fineries to Tucson and Phoenix. Total investment in 
line, stations and terminal facilities is expected to 
reach $30 million. At current market price, Southern 
Pacific shares sell for slightly less than half of the 
stated book value of $129.14. 


JOY MANUFACTURING CO. shares this year 
have moved up to a point where they are selling 
around book value of $48.13. This maker of ma- 
chinery for the mining industry has taken advantage 
of its strong assets position during the post-war 
period to acquire companies that would enable Joy 
to expand its manufacturing facilities and diversify 
its products line. The (Please turn to page 377) 
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Companies With High Book Value 
1953 1954 Latest 
Earnings Div Earnings Div Ist Quor. Earnings 1955 = Indicated Book 
Per Per Per Per Per Share Indicated Div Recent Value Price Range 
Share Share Share Share 1954 1955 Div Yield Price Per Share 1954-1955 
A. C. F. Industries $ 9.18 $5.00- $7.93 $4.75 $1.60! $1.84) $4.75 7.4% 64 $109.44 6558-32 | 
| American Viscose 2.74 2.00 2.31 2.00 34 1.39 2.00 4.2 47 52.86 4958-305 | 
Anaconda Co.* . 3.52 3.00 3.07 3.00 47 1.64 3.00 49 61 77.73 6558-292 
| Great Northern Rwy. 4.92 2.00 4.21 2.10 .09 -66 2.20 5.5 40 96.64 4258-22"8 | 
| Jones & Laughlin Steel 4.77 1.95 3.80 2.00 .88 1.50 2.00 5.4 37 58.60 40 -19% 
| Joy Manufacturing ... 5.89 3.12'2 4.08 2.50 1.04 1.36 2.50 5.2 48 48.13 5012-3134 
Norfolk & Western 4.83 3.50 4.52 3.50 54 1.07 3.50 6.2 56 89.01 5858-3958 
Pennsylvania R.R. . 2.81 1.50 1.41 75 d 45 54 1.00 3.7 27 107.51 29%8-157% 
Sharon Steel ... 6.10 4.00 2.85 2.50 06 2.03 2.50 5.9 43 57.15  46%-27% 
Southern Pacific Co. . 6.85 3.00 5.38 3.00 1.07 1.58 3.00 49 61 129.14 6234-36% 
Southern Railway ... 11.63 2.10 8.96 3.50 1.89 2.79 400 42 95 153.35 95%-39% 
Stevens (J. P.) & Co. . 2.35 2.00 .90 1.50 51! 46! 1.00 39 26 47.49 30%4-22\% 
Underwood Corp. ........ eee 1.13 2.25 1.66 1.25 .20 58 1.00 28 35 53.13 38%-27 
Youngstown Sheet & Tube ........................ 9.21 3.00 6.02 3.75 89 2.37 3.75 5.0 75 97.01 84'2-38 
*—Name changed from Anaconda 1—Quarter ended January 31. 
Copper Mining Co. 2—Plus stock. 
d—Deficit. 
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» Ae year, W. R. Grace & Co. ended its first 
and began the second century of its business life. 
While such an event might be of only passing inter- 
est so far as some other company is concerned, it 
has particularly great significance for Grace share- 
owners by reason of the fact that their company, 
moving steadily along the road of expansion both in 
Latin America and North America, began the sec- 
ond century of activity achieving continued growth 
in established lines and firmly establishing itself in 
the steadily expanding American chemical industry. 

How rapidly Grace is progressing along these 
various lines is attested by 1954 sales and operating 
revenues of the company and its subsidiaries which 
reached a peak level at $413,401,905. This was ap- 
proximately $82.5 million above the previous year’s 
figure. Earnings before all taxes and $11.5 million 
for depreciation—more than twice the amount four 
years earlier and $4 million greater than in 1953, 
amounted to $37.6 million, also a record high while 
net earnings at a five-year high of $13.8 million were 
equal to $3.50 a share for the common stock. 


Diversity of Activity 


Briefly, these facts are but a few of the many that 
highlight the record of W. R. Grace & Co., which 
for diversity of activity that spreads over almost 
the entire Western Hemisphere, has few equals. For 
this very reason, in order for anyone not thoroughly 
familiar with the company’s history to get a good 
grasp on its achievements up to this time and de- 
velop some idea of the dynamic course Grace is fol- 
lowing, it is necessary to go back to the early 1850’s. 
It was then that William Russell Grace founded the 
business in the port of Callao, Peru, primarily as a 
ship chandlery supplying the Peruvian guano fleet. 
Guano, together with Chilean nitrate of soda, was 
for many years the most important supply of nitro- 
gen fertilizer for both Europe and the United States. 
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R. GRACE & CO. 


Expansion Spearheads 
2nd Century of Growth 


By W. A. HODGES 


From this beginning, the Grace history can be 
traced without boring details. Perhaps it was only 
natural that the founder’s ship supply activity 
should soon expand into an import and export 
business, with the next step being the chartering 
and then the owning of ships. It is evident that 
William R. Grace, endowed with rare courage and 
vision and a pioneering spirit, foresaw the oppor- 
tunities that were to develop in world-wide trading 
and shipping enterprises. These, for years, including 
the first two decades of the 20th Century, were the 
most important phase of the company’s operations. 
From a beginning when its ocean shipping consisted 
of sailing vessels that rounded “the Horn” to reach 
the west coasts of South and North America has 
emerged the Grace Line and its 25 vessels that today 
comprise the modern “Santa” fleet, and the 50% 
owned Gulf & South American Steamship Co. In 
1954, the “Santa” ships carried more than 2.5 million 
tons of cargo and almost 20,000 passengers, total 
revenues amounting to over $65.5 million. 

Carrying on in the same spirit its founder showed, 
Grace & Co., jointly with Pan American Airways, 
pioneered the first scheduled commercial air trans- 
port service, the principal route at this time being 
between Balboa in the Canal Zone and Buenos Aires, 
Argentina. The service, started 27 years ago, serves 
intermediate points in Colombia, Ecuador, Peru, 
Bolivia and Chile, as well as a daily scheduled first- 
class flight and three time weekly tourist-class flights 
between Miami, Fla., and Buenos Aires. This service 
operated by Pan American-Grace Airways, Inc., 
generally referred to as “Panagra”, flew 150.6 million 
revenue passenger miles last year, for a new record, 
exceeding 1953, the previous best year by 10 per cent 
and scoring a gain of approximately 46.5 million 
revenue passenger miles over the last five years. 
Total revenues for 1954 were also at an all-time 
high, reaching $18.7 million with net operating 
profits after taxes of $1,132,000, the second 
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highest in any year of the airline’s history. 
Emphasis on Industrial Development 


Panagra’s formation in 1929, coincides with the 
Grace emphasis on industrial development which 
actually got under way right after World War I 
and which was accelerated during the 1920’s and 
carried on ever since both in the Latin American 
countries and in the United States, expansion in the 
latter territory being particularly rapid in the last 
five years, especially in advancing the company’s 
position in the chemical industry. 

This is a field in which Grace has had long ex- 
perience. As a matter of fact, almost from the 
beginning the company has been one of the leading 
Chilean nitrate of soda producers. This production, 
together with the Peruvian guano business, led 
Grace into the fertilizer business in the United States 
in which it has been active for over 60 years. 

As company president, J. Peter Grace, grandson 
of the founder, recently stated, Casa Grace, as it is 
known throughout Latin America, in developing 
its sugar business in Peru, utilized its experience 
in chemistry to improve refining processes. It also 
pioneered in the chemical process industry with the 
development of paper from bagasse on a commercial 
scale. This latter achievement is extremely note- 
worthy inasmuch as it marked the first successful 
use of bagasse, the fibrous residue from milled sugar 
cane in the manufacture of paper, largely for wrap- 
ping purposes, or for corrugated containers, boxes, 
multiwall sacks, and small light-weight bags from 
what was once regarded as waste material. Opera- 
tions at the completely integrated paper mill set 
new production records last year at 19,255 metric 
tons, compared with 10,100 metric tons in 1950. 
Recent research has resulted in new achievements 
which are expected to improve mill performance 
in addition to which new machinery to be installed 


will increase plant capacity by one-third. The current 
year saw a new folding carton factory at Lima go 
into production. 

The source of bagasse is Grace’s own sugar estates, 
each with 10,000 acres of cane fields, one of which, 
known as the Paramonga Sugar Estate forms the 
center of one of the best examples of complete 
integration of operations to be found anywhere, 
being self-sufficient in its supply of sugar cane, 
a mill of 400,000 tons annual grinding capacity 
which is a source of bagasse for the paper mill and 
molasses for a distillery. There is also a caustic 
soda and chlorine plant serving the needs of the 
paper mill which in turn supplies the multiwall bag 
and bag and box plants part of whose output is used 
for bagging raw and refined sugar and boxing 
distillery shipments which move over Grace trucking 
lines and that part destined for export being carried 
in Grace Line ships. 


Producing Varied Basic Products 


Integration is extended even in Peru, where the 
Grace candy, biscuit and chocolate factory uses 
Paramonga sugar and packages its finished products 
in boxes and bags produced from Paramonga paper, 
principally Kraft and sulphite wrapping papers, 
manufactured at the Lima bag and box plant. 

The Grace interests extend into other Latin 
American countries, including Bolivia, where in 
partnership with local capital it operates tin and 
tungsten mines; produces cement, tiles, nails and 
flour; and in Chile, where under similar arrange- 
ment, it manufactures textiles, edible oils and mar- 
garines, paint, refined sugar, and electric light bulbs. 
It has a chocolate, candy and biscuit factory in 
Colombia; operates five coffee-cleaning plants; owns 
a majority interest in a very modern textile mill, 
in addition to interests in paint and rayon manu- 
facturing. It owns and operates half a dozen coffee 
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I Comparative Statement of Consolidated Income 
December 31 
1953 1954 
(000 omitted) 
TOTAL SALES AND 
OPERATING REVENUE ..WW0...... cece $330.980 $413.401 
Cost of goods sold and oper. cxpenses 
SIE ARIEL. ° snicterssaneinakenneidisinannbeensoneins 276.176 342.793 
General ond administrative expenses...... 21.155 26.121 
NIEEIIEID -‘coansncontsmnancsscnsenteniintnnnenentorscense 7.515 11.527 
Research and develop t expenses...... 1.933 2.766 
$306.779 $383.207 
RED. GUEIIIID  ccasncccescsescssccccnececcsonse $ 24.201 $ 30.194 
Other income: 
Dividend and interest income.................. $ 2.997 $ 2.760 
Profit on sale of properties and securi- 
IS sadedatalabieiniiasiiaiisaiitiadenaiciadianeananineone .672 454 
SN sisi calc ceacietshaadanendicesiadinie .282 172 
$ 3.951 $ 3.386 
Re ee $ 28.152 $ 33.580 
IY PIII cacecinmnentnianotidbnsienioucmiinns $ 2.368 $ 4.580 
Adjustment of reserves against invest- 
EIEN -wassslaeerisictathianeneentuibhiehiebenaeliainiinbiipaanicioben (CR) .059 (CR) .013 
2.309 4.567 
BALANCE BEFORE TAXES .......000.0.....0 $ 25.843 $ 29.013 
Estimated U. S. and foreign taxes on 
TIIIIIIII - . scscaneisecmnmeneeniinadibenperineuanaencene $ 10.483 $ 11.311 
IIE TURINIID - siccnctasantesnsonsinsienneiscoornnes 1.441 2.120 
Provision for foreign exchange................ 1.333 .788 
$ 13.257 $ 14.219 
EEE R SERS seen eee $ 12.586 $ 14.794 
Earnings per share of common stock........ $ 3.27 $ 3.50 
Dividends per common share .................... $ 1.75 $ 1.75 
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plantations located in Guatemala, and through its 
wholly-owned subsidiary, International Machinery 
Co., represents important U. S. and foreign ma- 
chinery and equipment manufacturers principally 
in Peru, Chile and Bolivia. 

Mention has already been made of the company’s 
textile interests. These include four cotton mills in 
Peru, one in Colombia and one woolen and two 
cotton mills in Chile. Most of these mills, some of 
which also are producers of rayon textiles or cotton 
and rayon blended cloth, are completely integrated 
— from spinning, through weaving, to roller and 
screen printing. Last year, cotton, rayon and wool 
textiles production of these mills reached a record 
97.6 million yards, a 21.8 million yard increase over 
1950 and about double output of ten years earlier. 
This rate of increase is more than twice that of 
textile production in the U. S. Such growth reflects 
the expanding economy and higher living standards 
in Latin America, gains that are also reflected in 
rising output of other Grace products there. Paper 
yroduction at the Grace mills, for instance, has 
increased 814 times, compared to only 1.8 times for 
the U. S., and paint production has increased 1114 
times as compared with a 64% rise in this country. 

Perhaps a more understandable index to Grace & 
Co.’s growth in the many fields in which it is engaged 
in South America is the steady rise in sales 
and operating revenues in foreign operations, ex- 
clusive of steamship operations and U. S. import and 
export business. In that period, the total has in- 
creased in each year, from $65.6 million for 1950 
to $106.3 million for 1954. Since the end of the war, 
Grace has increased its investments there by be- 
tween $25 and $30 million, and is now working 
on plans involving other industrial projects which 
will add another $15 to $20 million to its investments 
in that area within the next few years. 

One of the new investments Grace has made there 
involves, jointly with Farbwerke Hoechst A. G., a 
German chemical company on a 50-50 basis, the 
construction of a chemical plant in Sao Paulo, Brazil, 
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to manufacture caustic soda, DDT, chlorine, solvents 
and fatty derivatives. This is another step through 
which Grace will broaden its participation in the 
expanding chemical industry in Latin America. 


Growth in U. S. Chemical Industry 


Such a move is also consistent with the company’s 
plans in extending its operations in the chemical 
industry in North America. In carrying out these 
plans, Grace, within the last few years, has invested 
$130 million in the U. S., chemical industry, creating 
the Grace Chemical Co., and acquiring the Thurston 
Chemical Co., and the Naco Fertilizer Co., the 
operations of which were consolidated with those 
of the Davison Chemical Corp., acquired by merger 
in 1954, 

Since 1832, Davison has been prominently identi- 
fied with production of industrial and agricultural 
chemicals. Net sales in 1954 showed an overall gain 
of 7% over the previous year, a gain which was 
achieved through a 9% increase in industrial chemi- 
cals, 18% in superphosphates and phosphate rock, 
and 4% in mixed fertilizers. Growth in industrial 
chemical volume was attributed largely to expanded 
production facilities to meet the increasing demand 
for fluid synthetic cracking catalysts by the petro- 
leum industry for use in producing high octane 
gasolines and other petroleum products. 

Another industria] chemical in which Davison is 
a leader is silica gel which has multiple uses in 
various industries as a dehydrating agent, in re- 
covery or separation of antibiotics as well as in 
insecticides, drug products, plastics, and to protect 
packaged materials from moisture. An idea of 
Davison Chemical Division’s scope of operations is 
had from the fact that its aggregate annual plant 
capacities are approximately 840,000 tons of mixed 
fertilizers, 980,000 tons of superphosphates and 
235,000 tons of triple superphosphates. The latter 
includes 200,000 tons annual capacity of a new $10.7 
million plant completed in 1954, reaching capacity 
operations as that year drew to a close. These out- 
puts are in addition to approximately 181 million 
pounds of catalysts, 25 million pounds of silica gel 
and 595,000 tons of sulphuric acid yearly. 

Having created Grace Chemical and merged Davi- 
son as a division, Grace, last year, also acquired 
the 35-year old Dewey and Almy Chemical Co., a 
move which underscored the growing diversification 
of Grace operations in the chemical field. This 
latest member of the Grace chemical group, inter- 
nationally known as a supplier of chemical special- 
ties to industry, operates 14 plants in the U. S., 
Canada, Europe, South America and Australia. Its 
business is world-wide, its products being exported 
to 50 foreign countries where it has representatives 
or distributors. 

From the beginning, Dewey and Almy, emphasiz- 
ing the importance of research, has pioneered new 
fields and developed new products for industry, 
especially those serving basic human needs. Its 
“Cryovac” process for food packers is a method of 
preserving frozen and refrigerated foods in trans- 
parent, shrinkable plastic packages. “Cryovac”’ plas- 
tic bags have become the standard protective con- 
tainer for frozen poultry and smoked meats, and 
their applications are extending rapidly into other 
frozen and refrigerated foodstuffs. Since introduc- 
tion of this process six years ago, sales have in- 
creased in such volume as to make it necessary to 
enlarge productive capacity of two plants, and add 
a third which will be (Please turn to page 378) 
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()MPANIES 
AT NEW PEAK 


By J. C. CLIFFORD 


Tersh intermediate- and short-term consumer 
credit outstanding at the beginning of the 1955 sec- 
ond quarter, according to the Federal Reserve Board, 
amounted to approximately $29 billion 948 million. 
Of this sum, non-installment credit made up of 
single-payment loans, charge accounts, and service 
credit approximated $6 billion 974 million, or about 
23 per cent. The remaining 77 per cent, $22 billion 
974 million, was made up of instalment credit. Al- 
most half of the latter sum consisted of $11 billion 
53 million of automobile paper with the other half 
consisting of $5 billion 479 million of other consumer 
goods paper, $1 billion 530 million repair and mod- 
ernization loans, and $4 billion 912 million of per- 
sonal loans. 

Although the sum of intermediate- and short-term 
consumer credit outstanding on March 31, last, was 
$177 million under the December 31, 1954, total, it 
was up by approximately $2 billion 115 million from 
March of last year. Most of the increase was in auto- 
mobile paper the value of which rose sharply by an 
estimated $1 billion 569 million in March, 1955, re- 
flecting the unusually heavy volume of automobile 
sales in that month. Personal loans also rose by $79 
million in March, 1955, bringing the total increase in 
this type of consumer credit to $125 million since 
the end of 1954, and slightly more than a half billion 
dollars over the $4,405,000,000 outstanding at the 
end of March, last year. On the same basis of com- 
parison “other consumer goods paper” covering 
principally purchases of furniture, refrigerators, 
deep freezers, and other household appliances in- 
creased by approximately $36 million from $5,443,- 
000,000 a year ago. 


Business Showing Consistent Growth 


It is evident from the foregoing figures that auto- 
mobile purchases financed by commercial banks and 
sales-finance companies constitute the major portion 
of the total volume of consumer instalment credit. An 
outstanding development, however, has been the ex- 
teedingly rapid growth in the postwar years in other 
consumer goods financing. According to the U. S. De- 
partment of Commerce, total “other consumer goods” 
tredit at the close of 1947 amounted to $677 million. 
By the end of 1951, according to the same source, 
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this type of consumer credit had increased to $3 
billion 507 million, and as of last March 31, had risen 
to almost $5.5 billion. 

On first thought this appears to be a phenomenal 
expansion. On analysis, it appears to be a natural 
development to which a number of factors have con- 
tributed. One of these has been the growth in popula- 
tion from approximately 144 million in 1947 to 164 
million as of now, a gain of roughly 20 million. Over 
the same period, on an average of one million new 
homes have been constructed in each year since 1946, 
all of which required household furnishings and 
appliances, the market for the latter being aug- 
mented by the introduction of new products such as 
TV receiving sets, deep freezers and clothes dryers. 
Giving impetus to consumer demand for all these 
items has been the sustained high rate of employ- 
ment and the unprecedented high level of disposable 
personal income that amounted to $253.5 billion in 
1954, increasing, as of now, to $260.6 million. This 
latter figure compares with 1947 disposable personal 
income of $169 billion and is 3.7 times that of 1939 
amounting to $70.4 billion. 

The growth in the volume of consumer instalment 
credit for financing purchase of automobiles and 
durable household goods emphasizes the prominent 
position the instalment credit companies have 
achieved in the American economic system. One ex- 
planation for this growing status is found in the in- 
creasing use of their facilities by the buying public. 
Of course, use of instalment credit in the purchase 
of automobiles has been accepted practice for a num- 
ber of years. This business has expanded rapidly 
with the growth in automobile ownership and ac- 
celerated by the fact that the proportion of con- 
sumers owning two or more cars has more than 
doubled since early 1949. 

Along with this expansion has been the increasing 
number of purchasers, especially in the last five years 
in which the proportion of consumers using instal- 
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ment credit for the purchase of durable household 
goods has held fairly constant at a little more than 
50 per cent of the total of purchasers of these prod- 
ucts. 

Although efforts by banks in various sections of 
the country to attract business from buyers of auto- 
mobiles on the instalment plan has increased in 
recent years, the finance companies have added 
strength to their position in the automotive industry 
by closer and more effective relationships with auto- 
mobile wholesalers and dealers. Another important 
division for some of them is factoring, rendering 
credit and financial services to manufacturers and 
distributors of textiles and various other products. 
In fact, activities of the leading organizations in the 
consumer instalment credit field are diversified to a 
considerable degree. Included in the operations are 
making loans on inventories, financing corporation 
purchases of new machinery and equipment, and 
through affiliates, providing fire and casualty insur- 
ance coverage on automobiles, life and health insur- 
ance, and in some instances, credit insurance, the 
latter providing protection for manufacturers and 
others against excessive losses on their accounts 
receivables. 


Small Loan Companies 


Paralleling the growth of the consumer instalment 
credit business has been the relatively consistent ex- 
pansion in the volume of business of the personal, or 
small loan companies. These are the companies oper- 
ating in various states under “small loan” laws and 
making loans ranging from $25 to $500, although in 
some areas maximum loans up to $1,000 are per- 
mitted by law. A factor contributing substantially to 
the growth of the small loan companies has been the 
increasingly wide acceptance of the services they 
offer the public to meet emergencies or to clear up 
debts already incurred. Other important reasons for 
borrowing are medical and dental expenses and other 
family needs. 

The average loan made is approximately $300 and 
the borrower usually has a choice of monthly repay- 
ment schedules with final maturity up to two years, 








lations. Some of the companies operating in the smal] 
loan field also engage in financing the purchase of 
services or consumer goods, such as furniture and 
household appliances. Credit standards for customers 
seeking instalment credit of this kind are the same > 
as for small loan applicants. These standards pre- 
scribe that loans must be for constructive purposes, 
preferably to family units, and adjusted in size to 
the borrower’s circumstances so that the loans may 
be repaid without putting undue strain on the bor- 
rower’s ability to meet monthly payments. 

Both consumer instalment credit and small loan 
companies maintain flexible financial structures 
through the use of borrowed capital obtained from 
banks, insurance companies and other institutional 
lenders. The liquidity of a company’s assets warrants 
the use of such capital in the form of short-term debt, 
the duration of which is calculated on the approxi- 
mate length of time to repay the company borrowings 
out of customers’ instalment payments. When, as in 
the past, cash repayments by customers have ex- 
ceeded the demand for new loans, bank loans are 
liquidated. Naturally, the cost of borrowed capital 
and the volume of loans made to customers are a] whic 
combined factor having an important bearing on the] year: 
small loan company’s profit margin. rienc 
unpr 

The comparatively steady growth of companies in]of tk 
these two fields of consumer credit has attracted in-|ness 
creasing investor interest in these issues as their]tance 
investment status has grown, reflecting expanding|in so 
earning power and the establishing, in many in-|sible 
stances, unbroken dividend records extending over|who 
a long period of years. The outlook for representative! as fo 
companies in the consumer credit field appears to “J 
promise continued growth in an economy that affords| a ¢ 
a greater number of families to buy automobiles,| cor 
household appliances and other durables from in-| ye: 
come on a “pay as you use” basis. Among the lead-| ma 
ing companies in the consumer credit field are: gu 
the 
the 
sio 

C I. T. FINANCIAL CORPORATION is the larg-| we 
est of the instalment finance companies. Last year,| do 



























































subject to the maximums fixed by state laws or regu-_ total receivables pur- (Please turn to page 372)| my 
inc 

nov 

Statistical Data on 11 Leading Finance Companies th | 

a : & cides porate: és noe ee a 
1953 1954 1955 bar 

Earnings Div. —_ Earnings Div. Ist Quar. Indicated Indicated Inc 

Per Per Per Per Earnings Full-Year Capital Stock Changes Price Range Recent Div. alo) 

Share Share Share Share Per Share Div. In Recent Years 1954-1955 Price = Yield inv 

a ee aire ae se ae Re eer, ea ea tha 
American Investment Co. of Ill. $2.29 $1.60 $2.36 $1.60 $ .65 $1.60 25% Stock Div. Nov. 1950. 3334-23 29 5.5% a \ 
Associates Investment Co......... 4.19 1.60 4.85 1.80 1.31 2.00 200% Stock Div. April 1953. 62 -31% 62 3.2 Sin 
Beneficial Finance Co*.......eee 145 961.5596 1—si0.00 {392 Sort Hock Sel Seo 1955 23%-15% 21 47 our 
C.LT. Financial Corp... 3.62 180 3.85 2.25 99 2.25 22 for 1 Stock Split Jan. 1953. 50%%-28% 49 4.5 onl} 
Commercial Credit Co we 521 240 486 2.60 1.24 2.60 100% Stock Div. July 1952. 53-34% 53 49 wal 
Family Finance Corp...........000+ 1.90 1.40 2.01 1.40 1.691 1.40 100% Stock Div. Dec. 1947. 2558-174 24 «5.9 to ( 

H 0, 

General Contract Corp..iccs- 1.19.80 1.66 = 904390 {2,f08 1 Su, lus 20 to i952, 21%-12% 18 5.0 = 
General Finance Corp............... 1.44 .60 1.62 65 .502 70 10% Stock Div., Dec. 1949. 17%- 934 16 43 hon 
Household Finance Corp........... 2.14 98 230 1.08 5S 1.20 Ree Se ee Osha Mov.t9s4. 33-22 28 42 som 
Pacific Finance Corp. (Calif.).... 3.67 2.00 3.40 2.00 1.09 2.00 {lf 1987 & 1952.335.000 shares 44 -28% 41 49 eg 
- 

Seaboard Finance Co............... 2.14 1.80 2.12 1.80 598 1.80 ——_—_— 3358-24 31 5.9 Thi: 

*—Name changed from Beneficial Loan Corp. 1—9 mos. ended Mar. 31, 1955. 3—First fiscal quarter ended 12/31/54. portfo 
2—Estimated. ments 
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Case No. 7 


lave ex- 
ans are 
capital ;. of the more interesting communications 
‘S are alwhich we receive are from subscribers in their later 
g on thelyvears, especially from those whose financial expe- 
rience is limited and who, therefore, find themselves 
unprepared for the handling of their savings. Many 
anies injof these people are aware of their lack of expert- 
ected in-|ness in the investment field and realize the impor- 
as their|tance of securing counsel on how to get their affairs 
panding|/in some reasonable order to provide as well as pos- 
any in-|sible for their final years. One of our subscribers 
ng over|/who is in some doubt as to how to proceed writes 
entative!as follows: 
years to, “TI have been fairly successful in my profession as 
-affords| a dentist but, as I am nearing the age of 65, am 
mobiles,} considering retiring in the near future. For some 
rom in-| years I have been a subscriber to your valuable 
he lead-| magazine and have consistently received sound 
"Ee: guidance through your columns. However, I fear 
that I have not really applied this knowledge to 
the best possible advantage, except in the occa- 
sional investment of funds. This has worked out 
he larg-| well in particular securities but I believe I must 
st year,| do better if I am to obtain the best results from 
ge 372)| my capital, or enough to permit me to secure an 
income sufficient to enable me to retire. I have 
== 1 now over $240,000, about half of it well invested 
in good common stocks, with a profit of $40,000, 
thanks to your advice but the rest is in savings 
banks and Government bonds, drawing a small 




















indicated income. As long as I continue to work, I can get 
Div. along with a comparatively small return on these 
Vield investments but realize now that I am retiring, 
that I have not invested my total savings in such 

5.5% a way as to provide the full income required. 
3.2 Since my wife and myself are in good health and 
47 our children are providing for themselves, we have 
4s || Only our normal expenses to provide for but we 
49 |i} want to travel a bit and we should like to be able 
59 || to cover our usual expenses and enough to per- 
7" mit for an occasional trip. We figure we will need 
about $9,000 a year, after taxes. AS we own our 
43 home, fullv paid for, we have no rent and only 
42 i} some small property taxes. I would deeply ap- 
49 i} preciate advice from you. Am enclosing a list of 


my investments.” 
vd This subscriber then submits in Table “A” the 
| portfolio representing the total value of his invest- 
ments: 

Analysis of this investor’s holdings and the return 
he received shows that he obtains a good return of 
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Table “A” Where Invested Cost Annual Dividends 
Savings Bonds $ 40,000 $1,100 
Government Bonds 60,000 1,500 
Total $100,000 $2,600 

100 shares Atlantic Coast Line $ 5,000 $ 200 

100 shares AT&T 17,000 900 

100 shares Consumers Power 4,000 220 

100 shares General Motors, 

3% pfd. 10,000 375 

200 shares Merck 4,400 160 

200 shares Natl. Biscuit 7,600 400 

200 shares Ohio Edison 7,600 440 

200 shares Reynolds Tobacco B 7,800 480 

200 shares Safeway Stores 8,000 480 

200 shares Southern Ry 10,000 600 

200 shares Texas Co 12,000 600 | 

300 shares U. S. Steel 13,000 900 
Total $160,400* $5,755 
Grand Total $206,400 $8,355 
*Approximate value now $140,000 








$5,755 a year on the $106,000 invested in common 
stocks now worth about $140,000 or about 5.4% on 
the cost. However, the return on the $100,000 in- 
vested in Government bonds and deposited in sav- 
ings bank accounts is inadequate, returning only 
$2,600 a year or 2.6°°. What is needed is to raise 
the $2,600 income from bonds and savings banks to 
as close to 5% as possible. Under present conditions 
in the market for good sound common stocks, prob- 
ably an average of 414-4%4,% is attainable. Assum- 
ing a return of 4%4.%, the investor could obtain an 
annual income of about $4,750 a year instead of 
$2,600 from that portion of his portfolio now tied 
up in savings banks and Government bonds. Adding 
this to the $5,755 a vear income from common stocks 








Table “3” Where invested Cost Annual Dividends 
100 shares Allis-Chalmers Mfg $ 8,000 $ 400 
200 shares American Cyanamid 10,400 400 
100 shares Armco Steel 7,800 360 
300 shares Duquesne Light 10,500 540 
300 shares Great Northern Ry 12,300 66. 
200 shares Pacific Gas & Elec. 9,500 440 
200 shares Safeway Stores 9,000 480 
200 shares Socony-Vacuum Oil 10,900 450 
200 shares Southern Pacific 12,300 600 
300 shares Natione!l Dairy . 12,000 480 

Total . $102,700 $4,800 











would provide a total income, before taxes, of about 
$10,500 a year. Assuming (Continued on page 379) 
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Pro And Con 


Aircraft stocks have shown 
some tendency to stabilize at lev- 
els moderately above recent re- 
action lows. The latter represented 
a mark-down from the all-time 
highs, reached earlier this year, 
averaging around 25% for the 
group. The sell-off was in large 
measure a technical correction of 
exceptionally large prior rise. It 
was facilitated by talk of Congres- 
sional investigation of aircraft 
profits, and about possible tougher 
Federal renegotiation of contracts. 
The more recent “peace scare’, 
centering in the coming Four- 
Power conference aimed at easing 
world tension, probably has also 
played some part. Because of their 
speculative nature, aircrafts lack 
significant institutional support. 
Selling by hung-up holders could 
put a brake on rallies. On the 
other hand, talk of disarmament 
is silly; volume and earnings of 
leading companies will hold at 
good levels for an extended time 
to come; profits are demonstrably 
reasonable per dollar of sales, sug- 
gesting no important reduction 
by renegotiation; and the stocks 
are moderately priced in relation 
to earnings and dividends. Al- 
though recovery may take some 
time, bearishness seems to have 
been over-done. 


Off-Shore Oil 


Estimates of oil reserves under 
shallow Gulf-of-Mexico waters 
run into billions of barrels. Cost 
of drilling is far higher than on 
land, and the Government gets 
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royalty of nearly 17% of oil or 
gas produced. However, the re- 
wards are high in terms of drill- 
ing “hits” versus misses, and in 
terms of oil flow per well. Hence, 
the boom in off-shore leases con- 
tinues. Recently leases have com- 
manded prices above $800 an acre, 
against $20 an acre or less not 
many years ago. Since the ques- 
tion of ownership was settled by 
Congress in 1953, it is estimated 
that the Government has taken in 
some $140 million for leases, and 
the states of Louisiana and Texas 
a combined total of around $75 
million. The long-run potentials 
for the oil companies may be very 
big. Some which are large holders 
of leased acreage are Humble Oil 
(subsidiary of Standard of New 
Jersey), Texas Company, Pure 
Oil, Phillips Petroleum, Shell Oil, 
Gulf Oil, Standard Oil of Califor- 
nia, Socony Mobil (in combina- 
tion with Continental Oil and 
Newmont Mining) and a combine 
of Cities Service, Atlantic Refin- 
ing, Continental and Tide Water 
Associated. 













Income 

If you are content with a sat- 
isfactory yield, it can still be had 
from a fair number of conserva- 
tive income stocks—on which you 
will be unlikely to make, or lose, 
much money. For one example, 
take Melville Shoe, which chain- 
store-retails shoes of its own man- 
ufacture. It has a habit of making 
some money even in depression 
periods. It has paid generous divi- 
dends each year since 1916. Its 
finances are strong and liquid, 
permitting a relatively high pay- 
out of earnings. Earnings were 
$2.11 a share last year and may 
be about 10% higher this year. 
The $1.80 dividend can be re- 
garded as secure. The stock at this 
writing is at 3334, in a 1955 range 


of 3414-31, yielding over 5.3% 
return. 

Another 

Best Foods produces Hellmann’s 
mayonnaise, Nucoa margarine, 


H-O oats and farina, Skippy pea- 
nut butter, and other branded 
food and household products. Op- 



































INCREASES SHOWN IN RECENT EARNINGS REPORTS | 

1955 1954 | 

Bigelow-Sanford Carpet ...... .. Quar. Apr. 2 $ .43 $ .02 | 
Kennecott Copper .............. Quar. Mar. 31 2.68 1.70 
Amer. Smelt. & Refining ... . Quar. Mar. 31 1.37 58 
Simonds Saw & Steel ...... . Quar. Mar. 31 1.93 75 
IE ai caieniatieiaiataedalsecden . Quar. Mar. 31 2.00 1.56 
Electric Auto-Lite .......... . Quar. Mar. 31 2.05 25 
Air Reduction ............... .. Quar. Mar. 31 .68 48 
Bethlehem Steel Corp. .. Quar. Mar. 31 3.51 2.73 
Evans Products Co. ....... . Quar. Mar. 31 3.68 48 
Diamond Match Co. .. . Quar. Mar. 31 1.10 75 
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) erations have been profitable even 





in depression years, though earn- 
ings are far from immune to fluc- 
tuation. The principal investment 
features are maintenance of 
strong and liquid finances, and the 
payment of continuous, liberal 
dividends since 1927. On a $2 reg- 
ular rate, payments in 1954 to- 
talled $3 out of earnings of $3.29 
a share for the fiscal year ended 
last June 30, up from $2.80 in the 
prior year, in which payments to- 
talled $2.50. At least a modest 
gain in current-year profit seems 
likely, as does also dividends at a 
$3 total. The stock is currently at 
50, in a 1955 range to date of 
5034-43, yielding an even 6%. 


Others 


Some other stocks, ranging 
from fair to good in quality, 
which currently yield around 5% 
or more from relatively well-pro- 
tected dividends, are Pacific Light- 
ing, Union Tank Car, Best & Co., 








pany, leader in the trade-journal 
and related fields. Earnings this 
year probably will compare satis- 
factorily with 1954’s record $6.73 
a share. 


Pure Oil 


Recently split 2-for-1, this 
stock is now at 3514, against high 
of 4114 attained not many weeks 
ago. The mark-down is over 14%. 
Earnings this year probably will 
be in the vicinity of $4 a share, 
compared with $3.56 in 1954. 
Thus, the issue is priced at less 
than 9 times earnings. Assuming 
dividends at $1.50, or equal to last 
year’s, whereas they might be 
more, the yield is over 4.2%. That 
is not large, but neither is it low 
for a growth-oil. The company 
has a good crude oil position, rel- 
ative to refinery needs, its natural 
gas reserves are among the largest 
in the oil industry when measured 
in value on a per-share basis, and 
the potential for long-run growth 
































Pi -e Allied Stores, Seaboard Finance, of oil and gas earnings is well 
meneead Family Finance, American To- above average. 
ioe ven bacco, Chesapeake & Ohio, Reyn- 
or lose, olds Tobacco, International Shoe, Outboard 
snmule Helme, Kresge, Woolworth, Life Se 
P'©; | Savers, National Biscuit, Safeway The Outboard, Marine & Mfg. 
| chain- Stores, Standard Brands, Sun- Company is by far the leading 
nm man- shine "Biscuits and Wrigley If maker of outboard motors. De- 
making your aim is primarily to make mand is in a strong upward trend, 
hay money in the stock market—espe- Teflecting the record level of con- 
16 Ite cially fast money—stocks such as Sumer income and the public’s. in- 
lic d. these will, of course, not serve ¢Creasing emphasis on recreation, 
'quic, | that purpose. including boating. It is also being 
th pay- stimulated by more recent im- 
S_ were _—— provement in models than had 
id may previously been made in the en- 
Ss year. Some stocks with merit for tire history of outboards—includ- 
be re-} longer-term appreciation have ing motors up to 25 and 30 horse- 
at this} heen marked down substantially power (capable of powering a 
) range} from earlier 1955 highs, and are moderate-cost cabin cruiser), elec- 
5.3% | worth considering by those witha _ tric starters and relatively quiet 
reasonable amount of patience, al- motors. Despite having been ham- 
though it would take more decline pered by a strike in its first quar- 
— than has been seen, or than is ter, Outboard Marine probably 
varine. likely, to put them down to a bar- will net at least $3 a share for 
yy pea- gain level. One example, on which the fiscal year ending next Sep- 
randed | Ye have heretofore commented fa- tember 30, a new record, compar- 
ts. Op- vorably from time to time is ing with $2.55 in the prior year. 
. McGraw-Hill Publishing Com- This means a more than tripling 
1954 DECREASES SHOWN IN RECENT EARNINGS REPORTS 
a 1955 1954 | 
1.70 Bliss (E. W.) Co. .. .. Quar. Mar. 31 $ .75 $1.01 | 
58 Cone Mills ....... ; .. Quer. Mar. 31 24 .30 
75 Foster Wheeler Corp. ... ae . Quar. Mar. 31 50 2.18 
1.56 ge eee .. Quer. Mar. 31 44 63 
25 Sutherland Paper Co. .. -.. Quer. Mar. 31 74 1.15 
48 El Paso Natural Gas ....... ~ .. 12 Mos. Jan. 31 1.88 3.45 
273 Jefferson Lake Sulphur Co. oo... .cccccceceeeeee Quar. Mar. 31 34 77 
a National Cylinder Gas . .. Quar. Mar. 31 44 71 
75 EEE ES ee eee eee Quar. Mar. 31 65 1.12 
_— a Quar. Mar. 31 02 3.73 
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of earning power since 1949. 
Despite expansion needs, the 
highly conservative $1 dividend, 
only a third of likely earnings, 
could be raised. It of itself rep- 
resents the third boost since 1952. 
The stock is now at 3914, down 
over 13% from earlier 1955 high 
of 4514. That is about 13 times 
projected current year net, or a 
fairly reasonable valuation as 
growth stocks go. Industrials of 
the Dow-average type are around 
12 times estimated 1955 earnings. 


Insiders 


Official reports show some in- 
sider buying of the following 
stocks, on a non-option basis, in 
April: Chesapeake & Ohio, Conti- 
nental Baking, Gardner-Denver, 
Grayson-Robinson Stores, Spiegel, 
Bell & Howell and Standard Oil 
(New Jersey). The same reports 
show some April insider selling 
of the following issues: Braniff 
Airways, Eastern Stainless Steel, 
and National Department Stores. 


Stock Groups 


Stock groups showing above- 
average strength in recent trad- 
ing and up to this writing include 
air transport, aluminum, building 
materials, liquor, chemicals, drugs, 
finance companies, machinery, of- 
fice equipment, radio-television, 
mail order and motion pictures. 
On the laggard side at this time 
are oils, dairy products, rail 
equipment, food stores, sugar and 
textiles. 


Strong 


Stocks currently showing spe- 
cial strength include Allied Chem- 
ical, Aluminum Company, Cana- 
dian Pacific, Commercial Credit, 
Congoleum, Dow, Eastern Air 
Lines, Federated Department 
Stores, Granby Mining, Heinz, 
Hercules Powder, Lehigh Portland 
Cement, Mack Trucks, Minneapo- 
lis-Honeywell, Motorola, Pfizer, 
Pitney-Bowes, Reynolds Metals, 
St. Regis Paper, Southern Rail- 
way, Texas Utilities and Western 
Air Lines. 


Soft 


Some stocks faring relatively 
poorly at this writing are Ameri- 
can Safety Razor, City Products, 
Kress, Murphy, Bullard, Curtis 
Publishing, Kroger, Mullins Mfg., 
American Water Works, Arm- 
strong Cork, Cannon Mills and 
Pacific Tin. 
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The Business Analyst 


WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


Business leaders and investors will recognize as no 
mere coincidence that the return of vigorous competition 
to the economy has been accompanied by an upsurge 





in the over-all business picture. General conditions 
improved as we moved 
away from an economy of 
K artiricial scarcities, soar- 








ing prices, black markets, 
“pay under the table” and 
the rigidity that largely 
destroyed the knowledge 
and knack of selling. We 
are living in a time of 
plentiful goods, declining 
prices, the give-and-take 
of a free-enterprise society 
and a return of spirited 
competition for the con- 
sumer’s dollar. 

In the post-war period 
many people argued that 
the automotive industry 
would be up against a 
glutted market once the 
demand for cars, pent up 
by the war years, was 
satisfied. Yet 10 years 
after the end of World 
War Il more cars are being 
sold than ever before be- 
cause the industry is con- 
tending strenuously for 
new business. In the first 
five months of this year, 
output totaled some 3.6 
million cars and about 
515,000 trucks. In the 
comparable 1954 period, 
2,452,785 cars and 469,- 
082 trucks were com- 
pleted. Inventories are 
around record levels and 
could lead to fantastic 
bargains in the second 
half of this year as the 
industry clears the way 
for 1956 models. Yet, this 
highly competitive indus- 
try has shown no fear of 
a market glut. Indeed, all 
of the major companies 
have plans to increase 
facilities in the years 
ahead. 
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Just as there is 
no shortage of 
motor cars, there 
is no dearth of 
television sets. In- 
deed, there cre 36 
million owners cf 
black - and - white 
TV sets, but only 
a relative handful 
own the new color 
receivers, which 
often sell above 
$1,000, or five 
times the price of 
monochrome __re- 
ceivers. The long 
years of haggling 
with Government 
officials over 
which company’s 
color system was 
best for the public 
are over. Now the TV industry must go into large-scale 
production of color sets and bring the added feature 
of color into close price competition with black-and-white. 

The tourist industry has learned that Florida and 
European vacations are not for the idle rich alone. The 
idea of competing for a mass market in this field, selling 
“piggy bank” vacations and deferred-payment plans, 
has proven a bonanza for alert travel and hotel people. 

Conversely, people have shown a tendency to turn 
their back on products that fail to compete. At $1.25 a 
pound, the housewife bought sparingly and even de- 
veloped a practice of getting more cups of coffee out 
of a pound. The dairy interests long ago got the Govern- 
ment to keep butter prices artificially high. With butter 
around $1 a pound and oleomargarine selling for 
25 cents, it was not long before oleo consumption sur- 
passed butter. 

Another example is provided by retailers, big and| 
little. Not satisfied to let the marketplace be the arbiter 
of prices, they lobbied for and obtained “fair trade” 
legislation. Under this system, a manufacturer put a 
price on an article that assured him and the retailers a 
handsome return. Result was that thousands of price- 
cutters, known today as “discount houses,” sprung up. 
They undersold the long-established stores on a wide 
variety of wares by as much as 45% below list price. 

Old-line store executives now are saying fair-trade 
laws are a farce, unenforcable, unfortunate and should 
be repealed. Many already are competing with the price- 
cutters, returning to the principles that made their stores 
household names in the first place. 
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The Business Analyst 





MONEY & CREDIT—The financial community's main eco- 
nomic function, that of providing money for business 
and government, is due for a heavy work-out in com- 
ing months. Biggest borrower will be the United States 
Treasury which always uses red ink in the July-December 
period and will need some $10 billion to tide it over 
the first half of its fiscal year which starts next month. 
Majority opinion is convinced that the opening gun in 
the Government's money-raising campaign will be a 
short-term tax-anticipation issue this Summer, but even 
this type of financing will exert some pressure on the 
supply of funds. State and local governments are also 
planning sharp increases in their borrowing, and turn- 
pike flotations, which have been in hibernation since 
December, will be coming to the forefront soon. Florida 
is scheduling a $74 million issue for June 7 with pro- 
ceeds to be used to build the Fort Pierce to Hollywood 
expressway and the Texas Turnpike Authority will en- 
deavor to borrow $58.5 million on June 14 for a 
Dallas to Fort Worth thruway. These flotations are only 
a small part of the thruway backlog, amounting to 
some $1,650 million, a good part of which may be com- 
ing to market before the snow flies. With corporate bor- 
rowing also growing and new money needed to finance 
crops, additions to inventories, home mortgage financing 
and consumer borrowing, the Federal Reserve will have 
a delicate task in steering its monetary policy so that 
legitimate demands for money can be satisfied while 
speculative excesses are discouraged. 

Investors in new issues seem to be keenly aware of 
the coming plethora of investment opportunities in the 
fixed income field and current demand for new flota- 
tions is at a low ebb. In fact, underwriters’ shelves are 
well-stocked with unsold wares and the recent rise in 
bank loans to brokers is believed to represent credit 
advances to dealers to carry such securities. Surprisingly, 
most seasoned long-term obligations have not been 
much affected by the weakness in new issues. Long-term 
Treasuries have been mixed, with the Victory 2's losing 
% point in the two weeks ending May 31, while the 
3%4s of 1983-1978 have moved up % and the 3s of 
1995 have gained %. Best grade corporate obligations 
were mostly unchanged but tax-exempts softened as the 
supply of new offerings increased and the yield on a 
representative average of such issues rose to 2.39% on 
May 26 from 2.37% on May 12. 


———O-— — 


TRADE—Consumer demand has continued at high levels 
during May and total dollar volume of retail trade in 
the week ending Wednesday, May 25, was about 6% 
ahead of a year ago, according to Dun & Bradstreet’s 
estimates. All major regions topped the figures of the 
corresponding period of 1954 and the best showing was 
made by the Northwest area with a 10% gain. Apparel 
has been moving well in recent weeks and sales of such 
home-repair supplies as paint, lumber and hardware 


JUNE 11, 1955 


HIGHLIGHTS 








MONEY AND BANK CREDII 
1G MEMBER BANKS} 





] 
TT 


















































INVESTMENTS IN 
lv S GOVERNMENTS 








. sane 
r 
: 



































have advanced. Heavy appliances were in good de- 
mand in the latest week but sales of air conditioners 
seem to be lagging and dealers are reporting some eas- 
ing of the demand for both new and used automobiles. 


———o 


INDUSTRY—Business conditions have improved further 
in May, according fo the latest report of the National 
Association of Purchasing Agents. Industrial output was 
higher again last month and incoming orders topped 
the advanced levels of April. Prices of some industrial 
commodities have been advancing slowly as the result 
of higher production costs but prices as a whole seem to 
be on the soft side. Manufacturers are carefully build- 
ing up inventories where production schedules require 
it but there is no sign of speculative purchasing. Employ- 
ment has improved further in May and shortages are 
reported for some types of skilled help. 


(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk. or Year Pear! | 
— oa te aa PRESENT POSITION AND OUTLOOK | 
MILITARY EXPENDITURES—$b (e) Apr. 3.2 3.5 3.6 1.6 
Cumulative from mid-1940 Apr. 586.7 583.5 544.4 13.8 (Continued from page 363) 
.=- ssa neh nce ihay 26 277.4 277.3 273.2 55.2 | EQMMODITIES—The Bureau of Labor 
MONEY SUPPLY—$b Statistics’ index of spot prices of 22 
Demand Deposits—94 Centers. May 18 56.3 56.2 53.7 26.1 sensitive commodities was down 0.3% 
Currency in Circulation | May 25 29.8 29.9 29.7 10.7 in the two weeks ending May 27, giv- 
BANK DEBITS—(rb)** ing up its advance of the previous 
Mew York City—$h aie oe ae ai on fortnight to close at 89.2 ° of the 
344 Other Centers—$b Mar 105.4 102.4 97.6 29.0 eer lige ton oa pare ng Ronaae 
ne sa , ~— : : ponent of the index had the largest 
PERSONAL INCOME-$b (cd2) Mar. 294.2 292.4 285.0 102 drop, one of 1.5%. Livestock prices 
Salaries and Wages______ES EE | «SOMar 202 200 195 99 fell 1.2%, raw industrial commodi- 
Proprietors’ Incomes Mar. 50 50 49 23 ties were down 0.9% and fats and 
Interest and Dividends es 25 25 24 10 oils lost 0.3%. Foodstuffs gained 0.6% 
Transfer Payments. Mar. 17 17 16 10 during the period and metals added 
(INCOME FROM AGRICULTURE) Mar. 16 16 16 3 0.2%. 
POPULATION—m (e) (cb) Apr 164.6 164.4 161.8 133.8 Sa 
Non-Institutional, Age 14 & Over___| Apr. 117.1 117.1 116.0 101.8 
Civilian Labor Force... | Apr. 64.6 63.7 64.1 55.6 127,000 NEW HOMES were started 
Armed Forces_ Apr. 3.1 3.2 3.4 1.6 in April, a 9% increase over March 
unemployed Apr. 3.0 3.2 3.5 3.8 and 18% more than a year ago. On | 
Employed Apr. 61.7 60.5 60.6 51.8 a seasonally adjusted basis, how- 
In Agriculture Apr. 6.2 5.7 6.1 8.0 ever, the April increase was less than 
Non-Farm Apr. 55.5 54.8 54.5 43.2 seasonal and housing starts during 
Weekly Hours Apr. 41.2 41.3 41.4 42.0 the month on this adjusted basis, at 
= annual rates, were equivalent to 
yoy sono Non-Farm—m (1b) Apr. 48.6 48.2 48.1 37.5 1,309,000 units. This compares with | 
jovernment. = Apr. 6.9 6.9 6.7 4.8 : 
Trede ma Py anes my ped “ 1,467,000 units for the month of 
pr y 
rane "hi 28 128 op “me March. There are several reasons for 
: ” ; h the seasonally adjusted 
Weekly Hours Apr. 402 407 390 404 | Me easing in! pm. | 
annual rate, including the fact that 
any age oS = -_ — — — _ some sections of the industry are op- 
Weekly Wage ($) — Apr. 74.77 75.30 70.20 21.33 erating at close to capacity combined 
PRICES—Wholesale (ib2) May 24 110.3 110.3 111.3 66.9 with greater caution by some lenders. 
Retail (cd) Mar 207.5 207.55 2083 116.2 
COST OF LIVING (1b2) Apr. 1142 1143 1146 659 as 
Food Apr. 111.2 110.8 8 =6112.4 64.9 
Clothing Apr. 103.1 103.2, 104.1 59.5 New orders for MACHINE TOOLS | 
Rent Apr. 129.9 130.0 128.2 89.7 dipped in April after four consecu- 
RETAIL TRADE-$b** —_ tive months of higher orders. Total 
Retail Store Sales (ed) itis 15.1 148 139 a? incoming orders in April were esti- 
Durable Goods one 55 52 - + mated at $53.5 million by the No- 
Saudis Qaeda en 94 96 90 36 tional Machine Tool Builders Associa- 
Dep't Store Sales (mrb) re ane ons an 034 | tion, down from $63.5 million in 
Consumer Credit, End Mo. (rb) pra 999 295 pap on March but well above the $42.3 mil- 
— lion worth of orders received a year 
MANUFACTURERS’ ago. The dollar value of machine 
New Orders—$b (ed) Total**___ | Mar. 27.7 25.6 22.9 14.6 tool shipments in April equalled the 
Durable Goods Mar. 14.0 12.7 10.2 7.1 new order volume, amounting to 
Non-Durable Goods Mar. 13.7 12.9 12.7 7.5 $53.5 million, versus $59.9 million 
Shipments—$b (cd)—Totals**___ | Mar, 26.4 25.2 24.1 8.3 the previous month. Output was 
Durable Goods Mar. 13.1 12.4 11.4 4.1 slightly lower in April, being valued 
Non-Durable Goods _ | Mar 13.3 12.8 12.7 4.2 at $69.6 million as against $71.4 mil- 
BUSINESS INVENTORIES, oh Oinoe lion in March. At current rates of 
Total—$b (ed) iia 778 77 ons na output it would have taken 4.5 
Manufacturers’ id: Marr. 43.7 43.7 45.8 16.4 months to complete ott orders on the 
Whhelnechons’ nee, ‘4 nog np sn books at the end of April. This com- 
ieiadinad pega eee 25 pag on i pares with 4.4 months in March and 
4.1 months a year ago, at then-cur- 
Dent Store Stocks (mrb)_____ — ~ om = we rent output rates of $111.9 million a 
BUSINESS ACTIVITY—1—pc May 21 212.2 2098 1906 141.8 month. 
(M. W. S.)—1—np _| May 21 268.3 2652 2368 1465 J an 











een 





364 


THE MAGAZINE OF WALL STREET 


— 
| 


a a a ee a ae a ee 





dU 


— 
JUTLOOK | 


33) 


of Labor 
es of 22 
wn 0.3% 
27, giv- 
previous 
, of the 
tile com- 
> largest 
k prices 
>mmodi- 
‘ats and 
ed 0.6% 
s added 


started 
r March 
ago. On 
; how- 
2ss than 
during 
asis, at 
lent to 
es with 
nth of | 
ons for 
\djusted | 
ict that 
are op- 
mbined 
enders. 


TOOLS 
onsecu- 

Total 
‘e esti- 
re Na- 
‘ssocia- 
ion in 
.3 mil- 
a yeor 
achine 
ed the 
ng to 
million 
rf was 
valued 
.4 mil- 
tes of 
n 4.5 
on the 
; com- 
h and 
N-cur- 
lion a 


andl 


STREET 








and Trends 
























































Do., Manufactured Tobacco (Ibs.)m 


























Latest Previous Pre- 
Wk. or Wk. or Year Pecorl PRESENT POSITION AND OUTLOOK 
Date Month Menth Ago Harbor* 

INDUSTRIAL PROD.-la np (rb) Apr. 136 135 123 93 BUSINESS FAILURES were lower in 
aia icee i a bee Apr. 121 122 109 87 April as 903 firms closed their doors, 
Durable Goods Mfr... ——|s Apr. 151 148 134 rT) | versus 1,038 casualties in March and 
Non-Durable Goods Mfr... | Apr 124 123 115 89 | 975 failures in the corresponding 

i ee ae ee pe gga h. ‘s_ Fail Inde 

CARLOADINGS—t—Total | May 21 77a~SC«as?—=—é‘iaSCt«éiSC*|:«S 9S =montn. Dun's Follure na 

: dipped to 37 for each 10,000 enter- 

Misc. Freight __| May 21 387 383 346 379 | ; : ; “ 

| prises listed in Dun & Bradstreet’s 

Mdse. L. C. | May 21 63 62 62 66 

: 9 ‘ Reference Book, from 41 the previ- 
Grain ——— Ot 48 49 45 43 

‘ : aaa ee . ee ous month and 40 a year ago. LIA- 

ELEC. POWER Output (Kw.H.) m May 21 9,730 9,673 8,373 3,266 | BILITIES involved in April failures de- 

SOFT COAL, Prod. (st) m May 21 93 89 72 10.8 | clined to $36.0 million, the lowest 

: a : ~ total since November. In the first four 
Cumulative from Jan. 1_____| May 21 170.8 161.5 145.9 = | ths of thi total liabilities 
Stocks, End Mo. wares a asm as |=. 7 yom, = 

st is Aenean satcaracaeiom eae acini —— | of failing firms amounted to $157.1 

PETROLEUM—(bbis.) m million, down from $177.2 million in 
Crude Output, Doily__...__-____| May 20 6.7 6.7 6.4 4.1 the corresponding period of 1954. 
Gasoline Stocks__ mito’ a Te 171 171 175 86 
Fuel Oil Stocks May 20 43 44 46 94 - ‘ . 

Heating Oil Stocks__ | May 20 76 72 68 55 

LUMBER, Prod.—(bd. ft.) m | May 21 280 264 267 632 ; 

Stocks, End Me. (bd. ft.) b___| Mor 91 91 92 79 Consumption of NEWSPRINT in 
St Mato nn | i April amounted to 431,788 tons, a 

STEEL INGOT PROD. (st) m | Apr. 9.8 10.0 7.0 7.0 4.1% increase from a year ago, the 
Cumulative from Jan. 1 | Apr. 37.1 27.3 29.3 74.7 American Newspaper Publishers Asso- 

<i ste + - 

ENGINEERING CONSTRUCTION ciation has reported. Consumption in 

the first four months of 1955 rose to 

Cee Geng — oe — _ a 1,619,424 tons, an all-time record 
Cumulative from Jon. 1 ~~ ||« May 26 7,543 7,140 5,343 5,692 e pr ‘ 4 - 

ie | —________—_______ | and 6% above the corresponding 

MISCELLANEOUS | 1954 period. Daily papers had a 31 
Paperboard, New Orders (st)t____ | May 21 237 244 215 165 day supply of newsprint on hand or 
Cigorettes, Domestic Sales—b | Feb. 28 32 27 7 in transit at the end of April, down 

Do., Cigars—m | Feb. 438 446 444 543 from a 33 day supply available a 
.| Feb. 15 16 16 28 month earlier. 





b—Billions. cb—Census Bureav. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compenso- 
tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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No. of 1955 Range 1955 1955 Nov. 14, 1936 (Cl.—100 High Low May 20) May 27 
Issues (1925 Cl.—100) High Low May 20 May 27 100 High Priced Stocks 199.2 180.6 196.6 199.2H 
300 Combined Average......... : 309.4 282.0 306.4 309.4H 100 Low Priced Stocks 383.1 343.5 377.1 379.6 

ce icniainadeeaiaia. | dditinaenindnietiatemeatinnanameendan Rt = os 
4 Agricultural Implements .... 313.5 264.9 297.3 308.1 | 4 Gold Mining ~ 806.0 684.8 770.4 706.2 
3 Air Cond. (‘53 Cl.—100).... 116.0 103.2 105.6 104.4 4 Investment Trusts 157.1 143.8 151.2 149.7 
10 Aircraft ('27 Cl.—100)........ 1,084.9 880.9 908.8 955.1 | 3 Liquor (‘27 Cl.—100 1,036.9 961.3 1,026.1 1,036.9 
7 Airlines (‘27 Cl.—100)........ 1,190.5 971.2 1,148.7 1,190.5 | 9% Machinery 395.8 317.7 359.9 359.9 
4 Aluminum (‘53 Cl.—100).... 283.7 191.1 258.1 283.7H | 3 Mail Order 188.6 159.3 185.4 188.6H 
fo ee 172.6 147.0 167.8 172.6H 4 Meat Packing 134.4 112.8 130.8 129.6 
9 Automobile Accessories 346.4 308.3 333.7 333.7 5 Metal Fabr. (‘53 Cl.—100 178.8 155.9 170.6 173.8 
OE ace 48.9 44.3 47.5 48.4 10 Metals, Miscellaneous 401.6 358.2 376.3 387.1 
4 Baking (‘26 Cl.—100).......... 29.8 27.8 29.8 29.5 4 Paper 920.6 767.1 912.5 920.6H 
3 Business Machines ............ 857.5 657.4 817.6 830.9 | 22 Petroleum 632.1 590.0 602.0 614.0 
POTN ia ccciacceacnicasashindiates 520.7 466.6 520.7 520.7 | 22 Public Utilities 249.1 234.8 246.7 246.7 
3 Coal Mining ........ 19.4 14.8 16.7 17.4 7 Railroad Equipment 88.4 73.4 82.4 80.9 
4 Communications © ............... 116.6 103.9 114.5 113.4 20 Railrocds 759 64.7 74.6 75.2 
A ea 119.6 106.4 116.3 118.5 3 Soft Drinks 528.9 459.9 505.9 510.5 
7 Containers janis 718.6 675.1 696.9 718.6 11 Stee! & tron 253.1 219.2 244.1 244.1 
7 Copper Mining ................ 280.1 222.2 257.0 263.9 4 Sugar 68.8 56.1 66.5 65.3 
2 Dairy Products ................... 124.7 117.6 123.5 122.3 2 Sulphur .. 922.1 813.2 863.4 922.1H 
6 Department Stores ............ 90.5 80.0 89.7 90.5H 10 Televi-ion (‘27 Cl.—100 47.3 40.7 47.3 46.9 
5 Drugs-Eth. (‘53 Cl.—100) 151.2 129.6 147.2 144.5 | 5 Textiles 170.9 148.4 170.9 170.9 
6 Elec. Eqp. (‘53 Cl.—100) 174.7 156.0 166.9 166.9 | 3 Tires & Rubber 158.1 137.8 155.2 158.1 
2 Finance Companies ..... 638.8 589.6 638.8 632.6 | 5 Tobacco 89.6 81.9 87.1 87.9 
6 Food Brands ...... 300.6 266.6 292.8 290.2 | 2 Variety Stores 315.0 290.1 293.2 293.2 
3 Food Stores 149.2 137.7 147.8 147.8 | 15 Unclassif’d (‘49 Cl—100 155.2 146.3 150.8 150.8 

H—New High for 1955. 
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Trend of Commodities 





Commodity futures followed disparate trends in the two 
weeks ending June 1, although the bears seemed to have a 
bit of an edge. Coffee futures, however, were exceptionally 
strong and this enabled the Dow-Jones Commodity Futures 
Index to show a gain of 0.31 points in the period under re- 
view. July wheat closed at 198’ on June 1, unchanged from 
two weeks earlier. Harvesting operations are now building 
up to a July peak but the seasonal pressure on prices should 
not be as great as usual because of a smaller crop, a high sup- 
port level and a current scarcity of “free” supplies. Weather 
conditions have improved but it is rather late for this to have 
any significant effect on the crop in drought areas. July corn 
lost 342 cents in the fortnight to close at 143%. Heavy rains 
have bettered the outlook in some sections. Feedstuffs are 
in abundant supply and corn exports are lagging. However, 


reports of a reduced Argentine crop should mean bigger 
overseas demand for American corn. October cotton lost 
28 points in the two weeks ending June 1 to close at 33.93 
cents. Growing conditions are good and the crop has been 
coming along nicely thus far. However, it should be remem. 
bered that plantings this year have been at least 10% under 
a year ago and this is conducive to rapid upward price 
movements if a crop scare were to develop during the grow- 
ing season. The cotton cloth market has been receiving a 
fair volume of business and cotton consumption has expe- 
rienced a less than seasonal decline in recent weeks. Exports 
are still lagging however and the total for this season may 
not top last year’s overseas shipments of 3,760,000 bales. 
It is estimated that the July 31 domestic cotton carryover will 
approximate 10.6 million bales, versus 9.7 million a year ago. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 


Date 2Wks. 3Mos. 1 Yr. Dec. 6 
May 27 Ago Ago Ago 1941 
22 Commodity Index 89.2 89.5 899 93.0 53.0 
9 Foodstuffs 86.6 86.1 87.5 102.1 46.1 
3 Raw Industrial . 90.9 917 91.5 87.1 58.3 





RAW MATERIALS SPOT INDEX 
FEB. MAR. APR. MAY JUNE JULY AUG. 


| | | | tt 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1954-55 1953 1952 1951 1945 1941 1938 1937 
GERI sncecesvensssece 156.9 162.2 181.2 215.4 111.7 88.9 57.7 86.6 
BE ccvwtinesisinns 147.8 147.9 160.0 1764 98.6 58.2 47.3 54.6 


Date 2Wks. 3Mos. 1 Yr. Dec.6 
May 27 Ago Ago Ago 1941! 
5 Metals 105.5 105.3 104.4 95.7 54.46 
4 Textiles uke ; 84.4 85.7 85.8 87.6 56.3 
OE Fy GD eicccteieiicinecn Gee 65.5 67.4 746 55.6 


COMMODITY FUTURES INDEX _ 
FEB MAR. APR. MAY - JULY AUG. 


DOW - JONES 


COMMODITIES INDEX 





Average 1924-26 equals 100 


1954-55 1953 1952 1951 1945 1941 1938 1937 
IN acetoacetate 183.7 166.5 192.5 2145 958 743 658 93.8 
BOE ncceseceeseecees 152.5 153.8 168.3 1748 83.6 58.7 57.5 647 
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 WHAT’S NEW? 
—A Record of Important 
Company Developments 
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R. H. Macy & Co., Inc. common showed outstand- 
ing strength until directors in late May declared the 
usual 40 cents for the quarter. With sales and net 
profit running sharply ahead of the year-ago period, 
there had been much talk of an increased dividend. 
This department store chain, whose fiscal year ends 
July 31, reported for the 13 weeks to April 30 net 
of $643,000, equal to 22 cents a common share, on 
sales of $87,197,000. For the like period a year ago, 
net was $475,000, or 12 cents a share, on sales of 
$79,130,000. Thus, sales are running more than 10% 
ahead of the 1954 period and should continue their 
upturn as Macy begins to benefit from its vast 
program of branch stores. Although the company 
generally follows a policy of leasing stores, in order 


to retain capital for merchandise and such items as 
accounts receivable and fixtures, cash needs are ex- 
pected to be considerable over the near term. Like 
other department stores, Macy is confronted with 
the problem of preserving profit margins on appli- 
ances and other wares as a result of the vigorous 
competition provided by discount houses. However, 
Macy is no mean price-cutter itself and has the dis- 
tinction of operating profitably in every one of the 
97 years of its existence. Some dividend has been 
paid in every year since 1927. 

The Ruberoid Co. in the first quarter this year 
sustained a decline in net profit to $646,000 com- 
pared with $890,000 in the three months to March 31, 
1954. This company, which produces such items as 
roofing, shingles and asbestos prod- 
ucts for the booming building busi- 




















ness, showed however a rise of 
Important Dividend Changes 11° in sales to $16,641,00 in the 
| May 18th to May 31st } 1955 period. The earnings slide 
| ee tin th creallienah 2 || was due to keenly competitive con- 
iaiaie aaeiean ssaieiitiidataniidiads } ditions in the — roofing 
| ae } business. With building activity 
| atte Gated zoe || continuing around record levels, 
| Utah Power & Light $55 a 200% || the balance of the year’s operations 
| should improve profit-wise. The 
. . ; 
Cosden Petroleum . 37'2 Qu. EXTRA DIVIDENDS Ruberoid record includes a history 
eens. tiie 50 ‘ of dividend payments in each year 
U. S. Gypsum ... $1.00 going back more than a half cen- 
| Food Fair Stores ars 25 Qv. i} tury and a record of rising profits 
| Aanee, Came Protuste 40 —||=«and sales that, aside from a few 
| General Mills . 75 Qv. ee ee 
cceeaaiamn Guiana |} pauses, carried to new peaks each 
| | 
| Yale & Towne Mfg. .......... 75 year. 
| 
| inelastic — —— Walworth Co $ .20 St. Regis Paper Co.: the third 
INITIAL DI “te a 
D . DIVIDENDS nae largest in the industry, is continu- 
Granite City Steel 35 . . “ . 
Rate _—Period ing to acquire other companies, 
| lily Tulip Cup (new) $40 Qu. REDUCED DIVIDENDS accelerating its internal growth 
I sh 6 eiliieen Sih. tees sas trend. The latest acquisition is the 
oe a Coe ; Pollock Paper Corp., a waxed 
| Florida Pr. & Lt. (new)....... 25 _ | Continental Motors . $ .15 paper and folding box maker. Its 
| Columbia Broadcesting McClellan Stores . 40 sales last year were over $33 mil- 
| we _ -~ lion. A few months ago St. Regis 
f OMITTED DIVIDENDS took over Michigan Molded Plas- 
Denver & Rio Grande W. (new) _.50 tics Co. which has an annual vol- 
Ex-Cell-O (new) ........ 50 _. | Bon Ami “A” & “BY . ume of $3.4 million. Under way at 
the company’s Jacksonville and 
Mississippi River Fuel 00.0... i ’ T “WH i eA) milli ne 
Mtaeieeeniieaceliiaen ad Zeno Products sees | Tacoma mills is a $40 million proj- 
& aia (Please turn to page 375) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Pitney-Bowes, Inc. 

“IT have recently taken a trial sub- 
scription to your magazine and find it 
quite informative. Will you please state 
nature of principal business of Pitney- 
Bowes and give late earnings and divi- 
dends?” 

S. A., Orange City, Florida 

Pitney-Bowes, Inc. produces a 
wide selection of machines used 
by the Post Office for metered 
mail, postmarking, stamp can- 
celling, etc. Bulk of revenues 
comes from mail-metering equip- 
ment. Demand for the company’s 
products is stable and is being 
gradually enlarged. 

For the 3 months to March 31, 
1955 sales, etc. for Pitney-Bowes, 
Inc. amounted to $10,381,151, net 
after taxes equalled $879,035 or 
70 cents per common share based 
on 1,233,375 common shares out- 
standing. This compares with 
first quarter 1954 sales of $8,431,- 
421, net after taxes $672,967, 
equal to 56 cents a share based 
on 1,194,773 common shares then 
outstanding. 

Sales and earnings of Pitney- 
Bowes, Inc. reached new highs in 
1954, as did placement of postage 
meters and sales of mailing and 


business machines other than 
postage meters. A further in- 
crease was shown in the first 


quarter of 1955 and outlock over 
the balance of the year appears 
favorable. 

Sales, rental and service in- 
come for 1954 totalled $34,968,- 
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108, up to 614% from the 1953 
gross of $32,811,928. 


A 29% increase in operating 
results, brought profit before 
taxes to $6,078,467, compared 


with $4,712,096. Net profit rose 
63% to $2,953,467 from the prior 
year’s $1,809,096. Net earnings 
were equal to $2.41 per common 
share, as against $1.48, and rep- 
resented 814 cents per dollar of 
sales, compared with 51% cents in 
the previous year. 

The improvement in operating 
results was attributed to an in- 
tensive company-wide “profit im- 
provement” program, and _ the 
greater proportion of gain in net 
profit to the expiration of the ex- 
cess profits tax. 

Last year dividend payments 
totalled $1.20 a share and 35 cents 
quarterly has been declared thus 
far this year in addition to a 2% 
stock dividend on March 18, 1955. 


Cash dividend payments have 
been made for 21 consecutive 
vears. 


Gross capital assets were listed 
at $30,529,304, and invested capi- 
tal at $18,841,521. 

A breakdown of the company’s 
1954 income showed 4614,% de- 
rived from rentals of postage me- 
ters, 16% from sales of postage 
meter machines, 1714,.% from 
sales and rentals of products other 
than postage meters and ma- 
chines, 1742% from billings for 


service, parts and supplies, 2% 
from sales of equipment to the 
Post Office Department, and 1% 
from defense sales. 

There was an 11% net increase 
in the number of company postage 
meters in service in the United 
States, with a record total of 
149,000. U. S. Postal revenues col- 
lected through postage meters at- 
tained a new high of $878 million 
for fiscal 1954. This represents 
44% of the postage paid on all 
U. S. mail, a record ratio. 

The 1954 profit-sharing decla- 
rations totalled $2,159,000, of 
which $1,121,000 was paid into 
the trust fund of the employees’ 
retirement income plan, and the 
balance of $1,038,000 distribut- 
ed as cash-wage-and-salary-divi- 
dends. The latter amounted to 
about 7% of base pay for most 
employees, compared with 414% 
in 1953. 


W. A. Sheaffer Pen Company 
“IT would appreciate receiving sales 
volume, earnings, and dividends of 
W. A. Sheaffer Pen Company for recent 
fiscal year.” 
C. W., Lansing, Michigan 


Net sales of the W. A. Sheaffer 
Pen Company for the fiscal year 
ended February 28, 1955 reached 
a record high of $27,072,821, an 
increase of 7.6% over the previ- 
ous year’s record. 

The year’s volume topped the 
previous record sales by $1,911,- 
289 and was the largest domestic 
sales volume of all writing equip- 
ment manufacturers. 

Net income rose to $2,176,088 
or $2.64 a share compared with 
$2,042,980 or $2.49 a share the 
previous year before special credit 
for prior year operations. 

Dividends last year totalled 
$2.15 a share compared with $1.80 
in the preceding year. 

Provision for income taxes in- 
creased $480,000 over the previ- 





ous year to $2,355,000 and was | 


equivalent to $2.85 per share of 
common stock. 
Employees profit-sharing pay- 
(Please turn to page 380) 
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“COLOR TV: WELL UNDER WAY 
DEFORE CHRISTMAS” 


GENERAL SARNOFF POINTS TO INCREASE OF COLOR TV SHOWS AND HOME RECEIVERS 
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ANNUAL MEETING OF RCA STOCKHOLDERS, May 3, 1955. Approximately 1,100 attended. 


POLIO RESEARCH AIDED BY 
RCA ELECTRON MICROSCOPE 


An RCA electron microscope, capable 
of magnifying up to 300,000 times, 
played an important role in the re- 
search that produced the new polio 
vaccine. It was this same electron 
microscope that enabled man to see 
and to photograph the polio virus for 
the first time. 

Today, more than 500 RCA electron 
microscopes are in use throughout the 
world —in industry, science and 
medicine. 


NEW RCA AIRBORNE RADAR 
“SEES” WEATHER MILES AWAY 


Aircraft pilots can now keep informed 
of weather conditions as far ahead as 
150 miles. This is accomplished while 
in flight by means of new RCA air- 
borne radar, which enables commercial 
airlines to plan flights with greater 
precision and passenger comfort. The 
equipment also reveals surface features 
such as lakes and mountains. . . even 
when visibility is limited. Airborne 
radar is another RCA contribution to 
safer, dependable commercial aviation. 


ELECTRONICS FOR LIVING 





NEW YORK, N.Y.—In a statement at 
RCA’s 36th annual meeting of stock- 
holders, Brig. General David Sarnoff, 
chairman of the board, emphasized the 
approaching maturity of color television. 
He said he firmly believed “Color Tele- 
vision will break through and be well 
under way before Christmas of the pres- 
ent year.”” He stated that NBC—a 
service of RCA—is at the forefront of 
color TV programming. NBC plans for 
autumn 1955 include colorcasts of a new 
dramatic series featuring the greatest 
classics of all time. Color “‘Spectaculars” 
will be continued, and other major color 
shows are planned, including several 
football games. 

RCA color receivers equipped with 
the 21-inch color tube were placed on 
the market in December, 1954. Results 
have been highly successful. Facilities 
have been set up for large-scale produc- 
tion, and the RCA television tube manu- 
facturing plant at Lancaster, Pa., is 
being expanded to produce more than 
30,000 tubes a month. 





How many parts in an RCA color TV set? 
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More than 2,070 parts are used in the 21-inch 
RCA Victor Color TV set, and 600 suppliers 
provide these components. 


* RADIO CORPORATION OF AMERICA 











The New Shape of 
Defense Spending 





(Continued from page 330) 


Marine Corps personnel, down 
$34 million from the 1955 appro- 
priation of $612 million. This in- 
dicates a manpower cut of around 
22,000. 

Navy’s shipbuilding program 
for fiscal 1956 is the most ambi- 
tious ever recorded in peacetime, 
even in excess of World War I 
construction, but nowhere near as 
great as 1943, peak year of World 
War II naval construction. New 
vessels planned for 1956 include 


a new aircraft carrier of the 
Forrestal class; seven new de- 
stroyers; two nuclear powered 


submarines; a new guided mis- 
sile submarine; a new radar 
picket undersea craft; four new 
conventional powered subma- 
rines; two new destroyer escorts ; 
one new ammunition carrier; one 
new general stores ship; two new 
mine sweepers, and some 1200 
new service craft ranging from 
small harbor vessels to a new 
tanker for at-sea refueling of both 
surface ships and planes. 

In addition to this new con- 
struction, the Navy plans, by con- 
version, for two attack aircraft 
carriers, a light guided missile 
carrier, an ocean radar station 
ship, a picket escort vessel, two 
cable laying craft, a seaplane 
tender, a guided missile destroyer, 
one heavy cruiser, and some 12 or 
fifteen craft of a highly secret 
nature. 


AEC Appropriations 


Properly within the realm of 
defense is the Atomic Energy 
Commission’s budget for 1956, 
but this agency’s activities in the 
field of weapons research and 
manufacture simply are not de- 
tailed in the budget. The 1955 
appropriation for AEC was ap- 
proximately $1.1 billion. For the 
approaching year the President 
has asked an increase of $121 
million without specific reference 
to the need for the increase; it 
could be for weapons or for re- 
search in the area of industrial 
applications of atomic power. The 
guess is the reader’s, but it can 
be said without fear of successful 
contradiction that today’s AEC 
dollar will buy the same destruc- 
tive force that cost ten times that 
sum just five years ago! 

It has been pointed up in some 
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detail that although the 1956 de- 
fense budget is up only $3.4 bil- 
lion, expenditures for the ma- 
chines of war—mainly aircraft 
and related parts, electronics de- 
vices and ships—due to carry- 
overs will be around $5 billion 
more than was appropriated for 
in the current fiscal year. But the 
$1.6 billion difference has not 
been entirely at the expense of 
our Armed Forces in the terms 
of manpower. In fact, manpower 
curtailments amount to approxi- 
mately $420 million—the re- 
mainder coming from cuts in 
funds from other agencies. 

During the coming year, De- 
fense will spend less for uniforms, 
food, clothing, small arms, vehi- 
cles, small ammunition and those 
items associated with the indi- 
vidual soldier, sailor, marine, or 
airman, but expenditures for the 
tools of intercontinental warfare 
—planes, guided missiles, elec- 
tronics and radar equipment, 
Naval craft, and construction of 
overseas bases—will definitely 
swing upward. 

Not yet charted in the defense 
picture is the 1956 Foreign Aid 
program. The President has asked 
Congress for $3.5 billion, most of 
it for Asia. But he did not spell 
out any division of this aid—how 
much economic, how much mili- 
tary. It is not, however, a danger- 
ous assumption that no less than 
$2 billion will be military, help 
in the form of aircraft, guns, 
tanks, artillery, small arms and 
some naval craft. The latter, 
naval craft, possibly donations of 
some of our present ships which 
will be replaced by new ships now 
on the drafting boards or the 
launching ways. 

The economic aid, except for 
some help in the fields of health 
and hygiene, will be divided be- 
tween agricultural products (dis- 
posal of some of the surplus food- 
stuffs held by the Commodity 
Credit Corp.), heavy machinery 
and transportation equipment, 
plus technical help in the mod- 
ernization of educational and 
highway facilities in the back- 
ward areas. 

In summary, the 1956 defense 
budget (including foreign aid) 
points up aircraft and related in- 
dustries, electronics, heavy ma- 
chinery and shipbuilding as the 
best areas for investment as the 
Nation moves from manpower to 
machines for protection against 
the powers who dream of world 
domination through military 
might. —END 





West Coast Dynamism 
Builds Expanding Markets 





(Continued from page 337) 
future expansion to take place in| Tod 
the Midwest. The West Coast as} biles 
a site for plane manufacture oncefon t 
was regarded most favorably bef w 
cause of its excellent climate, wide} joc. 
open spaces for plants and experi-[° p; 
ments plus its proximity to the | 
Japanese war-front, but the abil-f- ° 
ity of an enemy to strike at this} 
country in the Atomic Age has} 
changed the thinking of our milj.fp0n 
tary. mate 

This could be grim news forfhigh 
Western folk, for they have bat-fparts 
tened on the presence in their 
midst of such companies as Boe. 
ing, Douglas, Lockheed, General 
Dynamics (Convair), North 
American Aviation and Northrop, 
Aircraft manufacturers, inciden. 
tally, in 1954 had the best profit 
year in their history. The pros. 
pect of a relaxation of tension in 
international affairs stirs little 
worry on the Coast about the fu- 
ture of the aircraft industry. In 
the present mood of Congress and 
the country, disarmament is for 
the headlines and the birds. 

A compilation of the 10 top de. 
fense suppliers of the nation pro. 
vides a measure of the contribu- 
tion military hardware has mad¢&,;: 
to upbuilding of the West. Such 
names as Boeing, Douglas, Lock 
heed, North American and Gen: 
eral Dynamics are among the top 
10. Of the remaining five, three 
General Motors, General Electri 
and Chrysler—have important fa 
cilities in the region. 

Westerners reserve their seri 
ous worrying for the whirlin 
winds that have ravaged some 1 
million acres of wheat and graz 
ing land which have had scan 
rain for five successive years. | 
many areas farmers are goin 
pretty heavily into debt, borrow 
ing on credit established whe 
crops were good. One drought vic 
tim, to cite an extreme ca : 
planted wheat on his 600 acre This: 
three times this season, only t@ 
have it blown away. A New Mex 
ico county agent reports the su 
soil moisture is gone and says | 
will take more than normal rain 
fall to replenish it. Eastern Co! 
orado and portions of Northeas 
New Mexico appear to be hardes 
hit, but few areas of the Far Wes 
have gone unscathed. 

Ever since its development, th 
West has been plagued by t 

(Continued on page 374) 


THE MAGAZINE OF WALL STREED 


inger 




































* Strarz 
Produc! 


Corpors 










nism 
arkets 





> 337) 

place in 
Coast as 
ure once 
rably be. 
ate, wide 
d experi- 
y to the 
the abil. 
e at this 
Age has 
our mili- 


Today’s sleek, sturdy, safer automo- 
biles are a far cry from their ancestors 
on the American road. 

What is it that makes modern cars 
possible, and in such quantity? 

First, the bold imagination and 
ingenuity of the men who design and 
build them. 

Second, mass production techniques 
pioneered and developed to the ulti- 
mate by the automobile industry— 
high speed, precision manufacture of 
parts . . . utilization of giant presses 
that form in a fast, single operation 


iews for 
lave bat- 
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| aS Boefuch large one-piece parts as roof 
General nels, hoods and fenders . . . highly 
N Sale utomated assembly lines from which 
“ineided ished cars roll in a continuous stream. 
Ny - ~ ~ ’ 
st profi And last, but not least, STEEL! 
he _ Pros: Steel Spells Safety 
wa little he automobile’s amazing progress in 
t the fu echanical efficiency is matched by 


ts structural evolution. The patchwork 
ood-and-metal body with coated fab- 
ic top has become the rugged all-steel 
ar of today. 

To a large degree, the modern auto- 
obile is the result of equally modern 
‘Bteel .. . which contributes to its dura- 
ility, its beauty of style, its economy 
‘Bnd, most important, its safety. The 
eat protective strength which steel— 
nd only steel—can give might mean 
r you and yours the difference 
tween tragedy and a minor mishap. 


ustry. In 
rress and 
nt is for 
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Modern Methods Ask More of Steel 


fodern production practices are making 
ater and more exacting demands on 
1. For example, the beautiful styl- 
ind grazig of the 1955 cars demanded wider 
ad scalifheets of best quality steel. To speed 
years. lroduction and cut material handling 
re £01N§nd scrap losses, these sheets are needed 


1eir seri 
whirlin 
| some 1! 


Be the greatest possible continuous 
ae ae ngths, coiled for easy handling and 
me cases through automatic presses. 


00 acre This sheet steel must be uniform i 
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SEVEN GREAT DIVISIONS 


H WELDED INTO ONE COMPLETE 
all 
a STEEL-MAKING STRUCTURE 
Northeas Great Lakes Steel Corporation « Weirton 


Steel Company « Hanna Iron Ore Company 


e hardes 
Far Wes Products Company « The Hanna Furnace 


Corporation ¢ National Mines Corporation 
ment, a 
1 by th 
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* Stran-Steel Division « National Steel 











Building Safer Automobiles Better 


thickness to work properly to the limits 
of the forming dies and to insure long 
die life. It must be uniform also in 
chemical and physical characteristics 
in order to flow true to form under the 
pressure of deep drawing operations. 

And its surface must be clean and 
free from defects to minimize finishing 
time on parts and to provide a clean, 
sound base for painting. 


Meeting Today’s Challenge 

At National Steel, concentration on 
the improvement of steel is as much a 
matter of daily practice as the produc- 
tion of steel. This phase is the full-time 
job of a substantial proportion of 
National employees. Quality control is 
being emphasized as never before. The 
newest mill practices, the world’s most 
modern facilities, are being utilized to 
this end. 

National’s giant new slabbing mill 


makes possible longer weld-free coils 
of steel. And National’s 96-inch hot 
sheet mill produces the industry’s 
widest sheets. These are but two exam- 
ples of facilities which provide auto 
makers and other users of wide flat 
rolled steel with a raw material that 
affords greater economy in manufacture 
and better quality in finished products. 


The Promise for Tomorrow 
National Steel—through two of its 
major divisions, Weirton Steel, and 
Detroit-located Great Lakes Steel—is 
a major supplier to the automobile 
industry. We expect the constantly 
improving equipment, methods and 
products of that industry to require 
progressively improving steels. And it 
is our aim, through research and in 
cooperation with our customers, to 
provide those steels as and when they 
are needed. 





NATIONAL STEEL AR CORPORATION 


GRANT BUILDING 
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Finance Companies 
at New Peak 





(Continued from page 358) 


chased by all of its financing and 
factoring subsidiaries amounted 
to $3 billion 957 million. At the 
close of 1954, C.I.T. had outstand- 
ing receivables of $1 billion 351 
million, this volume being well 
over the billion dollar level for the 
fourth consecutive year. While 
retail automobile receivables of 
$885 million constituted the great- 
est portion of the total receivables 
outstanding at the year-end, other 
instalment receivables aggregated 
$172 million, and the three factor- 
ing subsidiaries continued to de- 
velop new business, closing 1954 
with outstanding receivables of 
$125.9 million. Net earnings last 
year were at a record high of 
$3.85 a share for the common 
stock after dividends on prefer- 
ence stock all of which was retired 
during the first half of 1954. In 
addition, the company realized a 
non-recurring profit equal to 55 
cents a share for the common 
from the sale of National Surety 
Corp., a subsidiary, bringing net 
up to $40.6 million, or $4.40 a 
share. Based on 1955 first quarter 
operations, both volume of busi- 
ness and net earnings from opera- 
tions should exceed last year’s 
figures, net for the first quarter 
being indicated at 99 cents a 
share. Dividends, inaugurated in 
1924, have been paid without in- 
terruption in each of the last 31 
years with the current rate at 
$2.00 annually plus 25 cents extra. 
At recent market price of 48, 
C. I. T. common is selling to yield 
4.6%. This stock makes an excel- 
lent long-term holding for invest- 
ment. 


COMMERCIAL CREDIT COR- 
PORATION, the second largest 
organization in the consumer 
credit field, ranks just under 
C. I. T., with 1954 volume of ac- 
counts and notes receivable ac- 
quired by its financing and factor- 
ing divisions totaling $2 billion 
467 million. It closed that year 
with outstanding receivables of 
$833.6 million which included 
$443.3 million of retail automobile 
paper and $103.4 million of motor 
wholesale notes and advances, 
with the balance of approximately 
$288 million in outstanding re- 
ceivables reflecting the wide diver- 
sification of operations in retail 
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and wholesale financing in other 
fields, factoring, inventory loans 
and direct or personal loans se- 
cured by liens, and in some case, 
by “‘co-maker” notes. Consolidat- 
ed net income for 1954 was at a 
record high of $24.2 million. Is- 
suance of 408,245 common shares 
last year on conversion of 314% 
notes, however, brought net for 
the increased shares outstanding 
to $4.86 a share. This compared 
with $5.21 in 1953 and $4.34 in 
1952 on stock then oustanding. 
Dividends, paid in every year 
since 1934, are currently being 
paid at an annual rate of $2.60 
which at present price of the stock 
yields 4.8%. This stock may be 
added to a conservative invest- 
ment portfolio. 


ASSOCIATES INVESTMENT 
COMPANY is another important 
instalment credit company, par- 
ticularly in financing retail auto- 
mobile sales and making whole- 
sale automobile short-term loans. 
Its total volume of receivables in 
these two fields last year was $904 
million, with this volume being 
augmented by other instalment 
receivables, direct and personal 
instalment loans and other ad- 
vances to bring the year’s total to 
$1 billion 58 million. Consolidated 
net income, including earnings of 
its principal insurance subsidiary, 
was at a record high of $15.6 mil- 
lion, an increase of approximately 
$2.1 million over the previous 
year, and equal to $4.85 a share 
for the common stock, as against 
$4.19 in 1953 and $3.62 in 1952. 
Reflecting higher automobile pur- 
chases and improved volume in 
other fields, 1955 first quarter con- 
solidated net income of $1.31 a 
share for the common stock com- 
pares with $1.21 earned in the 
like 1954 period. Within the last 
three years, the annual dividend 
rate on the common has been in- 
creased from $1.50 a share to cur- 
rent rate of $2.00 a share estab- 
lished this year. The stock, priced 
around 67, is selling to yield just 
under 3%. Steady growth of earn- 
ings and potentials warrants re- 
tention. 


HOUSEHOLD FINANCE 
CORPORATION, operating in 
437 cities in 31 states and all of 
the Canadian Provinces, is one 
of the largest companies in the 
personal or small loan business. 
Last year, its volume of customer 
notes receivable outstanding 
totaled $388.7 million, a record 
figure, increasing in five years 








from $237.9 million reached inf 
1950. Household’s net income for 
1954 also was at a record high, 
reaching $15.6 million, exceeding 
the previous year’s net by $1,] 
million and being more than $43} (¢ 
million greater than in 1950. Al. rospe 
lowing for the 10% stock divi-Fions 
dend paid to stockholders late lasthimm 
year, and adjusting to the 2-for-lf.alis 
split just prior to that distribu-fye ut 
tion, 1954 net was equal to $2.30f rove 
a share. This compares $2.14 onfrate! 
the same basis earned in 1953.hith ¢ 
Dividends on the new shares arefion p 
being paid at $1.20 annual rate fice t: 
yielding 4.0% at recent price off The 
2914 for the stock. Of somewhathrove1 
lower investment standing thanfalifo 
the three mentioned above, theKew | 
stock nevertheless has appeal ashe lil 
a semi-investment issue. yivan 
ave * 
BENEFICIAL FINANCEPE t 
COMPANY, which recentlypémir 
changed its corporate title frompsisia 
Beneficial Loan Corporation is thepe?tUly 
second largest company in_ thepate I: 
small loan business. Its 40-yearpot be 
record—beginning with the origi- e 
nal company—is one of almostpted | 
constant growth to where at thep8Y- - 
present time Beneficial is operat- rts 
ing 800 offices in the United Statesp'® act 
and Canada and in 1954 mad 
loans of $560.5 million. The num--_ 
ber of loans made totaled 1,729, 
161 which is indicative of the 
increasing popularity of this 
method of financing family emer- 
gencies or meeting planne( 
expenditures for constructive 
purposes. This growth is further 
emphasized by Beneficial’s stead: 
ily rising volume of business it 
the last 10 years carrying the SL 
dollar volume of loans made from 
$141.8 million in 1945 to 1954’ 
record high. Within this sam W'!! 
period, consolidated net income 
has expanded from $4.5 million 
for the earlier year to 1954’ 
$15.1 million. This latter figure is 

















ss 


equal to record net of $1.55 - 
share for the common stock aij ~~“ 
justed to the 214-for-1 stock spi 
in January, 1955, and compare L 
with net income, on the sam 
basis, equal to $1.45 a share if wi, 


each of the three previous year: 
The new stock has been placed of 
a quarterly dividend basis of 2 ( 
cents a share, payment of which 
U 
4 
i 





continues Beneficial’s unbrokej — 
dividend record extending ove ag 
the last 26 years. The comm offe 


stock presently priced in the mat her 
ket at 21 is selling to yield 4.7% o 
The stock is particularly suiteg [%" 
for investors in search of attra 


tive low-priced issues. EN 
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1955 Outlook 
for Public Utilities 








(Continued from page 350) 
ospel among the State commis- 
ions has new ended. Many State 
ommissions are adopting a more 
realistic and friendly attitude and 
he utilities have been able to im- 
rove their rates of return mod- 
rately. This in turn has helped 
with their financing and construc- 
ion programs, giving better ser- 
rice to consumers. 

There has been notable im- 
rovement in Illinois, Florida and 
alifornia and in lesser degree in 
New England. On the other hand 
he liberal attitude of the Penn- 
yivania Commission seems to 
lave “hardened” somewhat with 








he trend toward a Democratic 
dministration in that state. New 


He frompgisiation has been proposed re- 


in theP 





ently to change the favorable 
tate law, but apparently this will 


40-year ot be enacted. 


he origi- 
* almost 
e at the 
3 operat: 
2d States 


ypsted in power 





The utilities are actively inter- 
from atomic en- 
Almost all the annual re- 
contain pages describing 


rgy. 


rts 
+ action taken by the manage- 


ment to acquaint itself with 
new developments in atomic 
reactors. In some cases the com- 
pany has joined one or two groups 
which are actively interested in 
building a _ reactor. Duquesne 
Light and Consolidated Edison 
are actively at work on reactor 
programs. The New England com- 
panies are combined in a group 
to plan a “Yankee” atomic plant. 
Among recent disclosures along 
these lines is Detroit Edison Co. 
plan to build a $45 million reactor 
in its service area. The plan pro- 
vides for the creation of a non- 
profit organization to build and 
operate the plant, Detroit Edison 
contributing $5 million of the cost. 
Other projects are being dis- 
cussed. 

However, it may be some years 
before the engineering difficulties 
can be overcome sufficiently to 
produce atomic energy as cheaply 
as can now be done by burning 
conventional fuels. Utilities in 
areas where fuel is high priced, 
as in New England and Florida, 
are natural candidates for atomic 
energy projects. It is too early to 


appraise the prospects for im- 
proved share earnings from 
atomic power—it will take years 








to clarify the picture. Consoli- 
dated Edison enjoyed a sharp rise 
on its announcement that it would 
build a plant and there have been 
one or two other moves in utility 
stocks but in general the utilities 


have not been affected market- 
wise. 
Looking into the future, the 


utility stocks continue to combine 
well protected dividends with al- 
most unlimited growth possibili- 
ties—tempered always by local 
regulatory problems. The alert in- 
vestor can frequently find bar- 
gains in special situations where 
growth potentialities have been 
overlooked, where more aggres- 
sive management has _ recently 
entered the picture, or where 
other new developments may pro- 
duce a sudden upsurge in earn- 
ings. Opportunities also exist in 
the convertible issues. While the 
utility stocks will probably con- 
tinue to follow the market lead 
of the Dow average to a large 
degree, the investor can feel more 
assured of stable future income 
than with the average industrial 
stock, since dividend records of 
many utility companies now go 
back thirty or forty or even a 
hundred years. —END 
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West Coast Dynamism 
Builds Expanding Markets 


(Continued from page 370) 


dearth of water. On a recent day, 
of eight public bond issues pub- 
licized, three were for California 
and all designed to improve the 
water situation. One was in the 
amount of $41.5 million, to build 
water-storage and power-genera- 
tion facilities. Two smaller ones 
were for an irrigation district and 
a municipal waterworks. 

On yet another front there is 
cause to fret. Shipping is vital to 
the Coast, but the ports of Los 
Angeles and Long Beach have the 
lowest labor productivity record 
in the country. A Federal official 
has even warned that waterfront 
unions would be “cutting their 
throats” if they persisted in cargo- 
handling slowdowns. In May, 
trucking operations throughout 
the West were near a standstill as 
the result of a wage strike. More 
than 100,000 workers, including 
some 28,000 drivers, were affected. 

But water shortages, dust bowls, 
slowdowns and wage strikes are 
not peculiarly Western. These are 
problems all areas must cope with 
and they will be present in the 
foreseeable future. 

For the investor seeking a stake 
in the dynamic West, there are 
two choices. He may obtain a 
share in this great growing area 
by buying into any one of our 
great corporate giants which have 
established themselves on the West 
Coast to avoid the onerous freight 
rates entailed in shipping from 
the Midwest or East and to ex- 
ploit more efficiently through local 
plants this major market. A sec- 
ond choice is to invest in a com- 
pany that is based exclusively on 
the Far West and a wide range 
of industry is offered—elec- 
tronics, steel, aluminum, paper, 
lumber, oil, food, mining, utilities 
and dozens of others. While it is 
true that many West Coast firms 
are not always as well financed as 
the more seasoned corporations of 
the East and Midwest, the rise of 
vast banking facilities and the in- 
flux of new capital have eased this 
burden. A good illustration is pro- 
vided by the Bank of America, 
whose loan total in pre-war 1939 
amounted to $711 million. It went 
into 1954 with this figure at 
$4,149,000,000. Assets of all Fed- 
eral Reserve banks in the Far 
West area have risen in the past 
20 years from less than $5 billion 
to about $25 billion. —END 
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U. S$. Companies 
Operating Overseas 





(Continued from page 342) 
President Peron’s policies which 
have made impossible the normal 
transfer of dividends since 1947. 
However, since the visit in 
Buenos Aires of the President’s 
brother, Dr. Milton Eisenhower, 
General Peron has been more co- 
operative. Apart from the Kaiser- 
Willys and the San Nicolas Steel 
Plant deals, Standard Oil of Cali- 
fornia signed a contract on the 
basis of which its Argentine sub- 
sidiary, the Compania California 
Argentina de Petroleo, will ex- 
plore and exploit the oil resources 
in the southernmost part of the 
country (the Santa Cruz terri- 
tory) on a 50-50 basis. 

Other corporations which have 
recently entered or are planning 
to enter Argentina include the 
Carborundum Corporation which 
is building a plant for making 
abrasives near Buenos Aires with 
the help of local capital and Mon- 
santo Chemical Company and 
Merck & Company which are sup- 
plying equipment for plants to be 
operated in conjunction with Ar- 
gentine firms. A construction of 
a magnesium products plant by 
Dow Chemical is being discussed. 


Other Investments 
in Manufacturing Facilities 


In general, the latest trends in 
investment activities of American 
corporations seem to be governed 
by two considerations: (one) the 
development of local manufactur- 
ing facilities in countries which, 
like Australia, seem to be in per- 
ennial international payments dif- 
ficulties; and (two) the anticipa- 
tion of mass markets for consumer 
durable goods, such as household 
equipment. One could add that 
American corporations are also 
helping with their know-how to 
extend newer industries such as 
manufacturing of plastics, syn- 
thetic fibers, and fertilizers. 

In Australia, where a long list 
of American corporations already 
have subsidiaries or have teamed 
with local producers, the recent 
imposition of stiff import restric- 
tions and foreign exchange con- 
trols has been followed by a wave 
of “deals” with local companies. 
General Shoe of Nashville, Sin- 
clair, and Valentine of New York, 
Lunn Laminates Co. and several 
others have entered into technical 





agreements with local fir 
Sears, Roebuck & Co., which hahpow: 
been eminently successful in i uma 
operations in Latin America, fico u 
about to enter the Australian dighang. 
tribution field. Subsidiaries are t@i. | 
be opened by Sperry Corporatiogpivey 
and by Caterpillar Tractor Corpahovory 
ration, which will have a plambourc¢ 
near Melbourne making machingitand 
and parts for earth-moving equijbiend 
ment. Standard Vacuum haf, ne 
greatly expanded its Altona hg ar 
finery near Melbourne. roduc 
The participation of America, sun 
corporations in expanding Manifhvest, 
facturing facilities in anticipa§ jaro 
tion of mass markets extends ayojec 
over the Free World. The makemyeja, 
of household equipment, such a 
refrigerators, have been expanifoce 
ing their operations in Westenitamh) 
Europe, Mexico and Brazil. Ratifhose ; 
and TV equipment making facil Ano: 
ties are also being enlarged. Fajym } 
example, RCA is spending somhyest 
300 million cruzeiros on a platfijorati 
that will make TV tubes an@, Ve; 
transmitters in Belo Horizont§ oyts 
Brazil. In Europe, Germany, Be§pmen: 
gium, and the Netherlands ammeric 
profiting from this trend. he té 
In the Netherlands, nearly 4yiphu 
American corporations now ha ulphu 
subsidiaries or manufacture thefylphu 
products in arrangements with lihg cor 
cal firms. Dow Chemical, Bordé§meltir 
& Company and Merck & Co. aging to 
among those firms reported to the dey 
interested in Holland as the lis, Co 
cale for their new subsidiariegegun j 
Other corporations have been aforpor 
tracted to Italy because of relifre lik 
tively plentiful labor supplia evelop 
For example, Remington Rand@reat n 
new plant in Naples will mall In th 
typewriters; the Union CarbideBoodric 
will help the Italian State Corp@anding 
ration make synthetic rubber lria, y 
utilizing natural gas found in tither 
Po River Valley; the Nationifentra] 
Biscuit Company has licensed tixpecte 
Motta Corporation of Milan @ow th 
make some of their specialties. Panams 


Oil Companies Also Active Fegot 

The rapidly expanding petrg*man 
leum requirements of Weste 
Europe and other parts of th 
Free World, and the pressin 
need of many countries to reduf 
their petroleum bill by developi 
their own resources, have ke 
American oil companies on the 
toes exploring for new souré 
and expanding their overseas 
finery facilities. e Poll 

Standard Oil of New JersegWisit 
for example, through its variol $125 1 
affiliates and subsidiaries, hg??? V° 
participated in recent petroleug’ta ki 


discoveries in Alberta, Saskal@Uy 
bmpany 


Cor 
for 
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e outy 
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al firm 
which h#,ewan, Southern France, Iraq, 
ful in ifRjmatra and New Guinea. It is 
nerica, iso under contract to explore the 
alian digfanges River Delta for the In- 
‘ies are tian Government and the Indus 
rporatigbiver Valley for the Pakistan 
or Corparoyernment for petroleum re- 
2 a plawiources. One of its affiliates, 
machintandard Vacuum Oil Co., is to 
Ing equifyend $70 million or more over 
1um hae next four years in moderniz- 
Itona re mg and expanding Indonesian oil 
roducing and refining facilities 
America, Sumatra. Standard Oil has also 
ng Mahhyested more than $20 million in 
anticipa§ jarge conservation and recovery 
xtends aroject near Maracaibo, Vene- 
1e makenbyeja, and is building or expand- 
» Such dy a number of new refineries. 
1 €xpan@hose at Antwerp, Belgium, and 
Westemiamburg, Germany, are among 
zil. Radi hose recently finished. 
ing facil Another company, Socony Vac- 
rged. Fijum, has announced that it will 
ling somyest over $50 million for ex- 
n a plaifjoration and the development of 





ubes al@s Venezuelan refining facilities. : , owys cena’ 
forizont4 Outside of Canada, the devel- ae , = EE COLORADO 
lany, Befpment of natural resources by es 


lands american private capital includes 
d. he tapping of vast Mexican 
nearly 4ulphur deposits by Mexican Gulf 
now ha@ulphur Co. and Pan-American 
ture the§ulphur Co. In Peru, several lead- 
's with lig corporations headed by U. S. 
1, Bord@imelting and Refining are plan- 
& Co. alfing to spend over $200 million in 


rted to Whe development of copper depos- Because of abundant natural resources, this 


s the is. Copper production was also ee area served by Utah Power & Light Co., offers 
sidiariégegun in the Philippines by Atlas € tremendous opportunity to industry. 
, > e éforporation. American interests 
> Of relfre likewise participating in the 

supplidlevelopment of Belgian Congo’s | AREA RESOURCES BOOKLET on request 
mn Ranéfreat mineral wealth. a P. O. Box 899, Dept. 21, Salt Lake City 10, Utah 


vill mai In the case of natural rubber, 
CarbideBoodrich and Firestone are ex- 
te Corpianding their operations in Li- 
‘ubber ria, while Goodyear opened an- 
ind in tither plantation in Brazil. In 
Nation§entral America, United Fruit is 
ensed tixpected to expand its operations 
Milan ow that its local contracts in 
cialties. Panama and elsewhere have been 
Active P2egotiated and put on a more 

@rmanent basis. —END 


ng 
Weste business. For the March quarter income is expected to rise to over 














is of ti of 1955, sales were the highest for $5 a share. 

pressit ’ > any quarter in St. Regis history, 

to redut What’s New 7 amounting to $55 million versus Trane Co., which bowed in on 
evelopi - $50.1 million posted in the equiva- the New York Stock Exchange 
ave keg (Continued from page 367) lent 1954 period. Net earnings this month, is one of the fastest- 


on thee for new kraft and _ board inched slightly ahead in this span. growing firms in the air-condi- 
> soure@@chines. It is estimated that to $4.1 million or $.72 a share tioning field. Its sales have 
srseas mm° Output of these machines plus compared with $3.9 million and increased 350% in the past 10 
¢ Pollock and Michigan Molded __$.70 last year. Thus St. Regis con- years. Net profits jumped 58.3% 
vy JersefWisitions will add $100 million _ tinues to grow and looking active-' to a record $3,403,000 in 1954 
s vario » $125 million a year to St. Regis’ ly for further acquisitions for from $2,149,000. Earnings were 
ries, hg‘ volume of $200 million. The diversification and sales volume. equal to $2.84 a common share 
yetroleup'ta kraft capacity should be es- Minimum earnings projections against $1.79 in 1953, based on 
Saskaeclally welcome since it is the for 1955 are slightly above $3 per the 1.2 million shares outstanding 
mpany’s most profitable line of | share, while sometime in 1957 net (Please turn to page 376) 
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after a 2-for-1 stock split in De- 
cember. This La Crosse, Wis., 
maker of air-conditioning, heat- 
ing and ventilating equipment for 
big buildings, also is becoming a 
leading producer of air-condition- 
ing equipment for railroad pas- 
senger and freight cars. A 
measure of the over-all growth of 
the Trane business is the fact 
that sales, at $9,548,000 in 1944, 
have risen in every year to top 
$50 million in 1954, : 


Mississippi River Fuel Corp.: 
owner and operator of a major 
natural gas pipeline system from 
Louisiana to the Greater St. Louis 
area is continuing its steady 
growth trend and broadening its 
earnings base. The company re- 
ported earnings of $3.50 a share 
for 1954 up from $3.12 in the 
previous year, and in the first 
quarter of this year, net was 
equal to $.98 on the 1.6 million 
shares outstanding, compared 
with $.90 per share on 1.3 million 
shares in the 1954 period. Missis- 
sippi Fuel is constructing a $15 
million petro-chemical plant near 
St. Louis and should be in partial 
operation this fall. When in full 
operation, the plant is expected to 
add nearly $1 a share to annual 
earnings. The company, in addi- 
tion has several other situations 
under consideration, including 
chemical projects which will fur- 
ther diversify its operations. 
Stockholders have just approved 
a 2 for 1 common stock split and 
directors voted a dividend of 35 
cents on the new stock. 


Cincinnati Milling Machine 
Co.: The sharp drop in earnings 
to 95 cents in the first quarter 
from $4.34 in the first three 
months of 1954 was partly the 
result of greatly reduced ship- 
ments in the latest period. They 
amounted to $20 million, little 
more than half those for the like 
period last year. This lower cur- 
rent rate of shipments reflects the 
generally small machine tool or- 
ders placed during most of 1954 
with the entire industry. The cur- 
rent rate of orders for the com- 
pany, however, is substantially 
higher than it was toward the 
end of last year and is expected 
to increase as the year progresses. 
In addition, the company now is 


in the midst of extensive new ° 


product development but mean- 
while, costs of engineering devel- 
opment, tooling, model changeover 
and other plant adjustments are 
hindering current operations. 
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Texas Pacific Coal & Oil: This 
company is essentially a crude oil 
and natural gas producing enter- 
prise. Holdings are primarily in 
West Texas, where about 90% of 
its reserves are located. These 
are large in relation to production, 
being estimated in the neighbor- 
hood of 100 million barrels, and 
300 million MCF of gas. The 
earnings record in the past sev- 
eral years has been in a steady 
upward trend, showing $3.86 per 
share in 1952, $4.29 for 1953 and 
$4.43 last year, with $5.00 a share 
estimated for this year. The com- 
pany has been mentioned, from 
time to time, as a possible candi- 
date for absorption by one of the 
larger integrated companies with 
merger or exchange prices con- 
siderably in excess of current 
market price for the stock. Texas 
& Pacific spent $11.1 million last 
year in an aggressive drilling 
program with better-than-aver- 
age-growth of production. Finan- 
cial condition is excellent, and 
there is no senior capital ahead of 
the common which is paying divi- 
dends of $1.65 per share. The 
stock appears to be in an inter- 
esting position for long-term 
appreciation. 


Union Carbide & Carbon: Re- 
flecting improved operations in 
the steel industry, strong de- 
mand for chemicals, and added 
output of new facilities, sales 
should continue the uptrend wit- 
nessed in the final quarter of last 
year and now extending through 
the first half of 1955. While 1954 
volume dipped to $923.6 million 
from $1,025.8 million the year 
previous, due mainly to decreased 
level of steel production, construc- 
tion expenditures remained at a 
high rate, totaling $111.4 million 
with 1955 budgeting providing 
for a similar amount. Current 
projects include a large plant for 
production of titanium metal, a 
plant to produce silicones, and ex- 
panded facilities for production 
of polyethylene. From a longer 
point of view, the company, with 
an outstanding record of product 
and process development, is con- 
tinuing its efforts to diminish its 
heavy dependence on cyclical in- 
dustries by placing greater em- 
phasis on chemicals, plastics and 
newer products. Earnings for 
1955 may be limited somewhat by 
increased charges for accelerated 
depreciation but should show a 
good gain over the $3.10 a share 
reported last year. As a major 
growth industrial, Carbide’s fu- 








ture seems assured by its leadip 
position, outstanding researc; 
and aggressive expansion pr 
gram. 


Seaboard Air Line R.R.: Thi 
road serves a territory that ha 
been growing industrially and j 
rich in natural resources wit 
promising potentials for furthe 
development. Seaboard’s larg 
post-war capital] expenditur 4. 
have brought about a high degre \ 
of operating efficiency, and coy " 
pled with an above average rey 
enue uptrend has produced sub 
stantial increases in earnings an 
dividends for the stock in recer 
years. Operating revenues in 19539 P la 
and 1954 declined from the peg 
level attained in 1952, but net i , 
come remained fairly steady 3 z 
$8.51 a share last year againg . - 
$8.90 in 1953 and $8.19 in 19% *% 






attesting the system’s tight cog ™ 
trol of expenses. Even during ty 
sliding off of revenues in ty 
worst period of 1954, which aj °™ 


roads experienced, Seaboard 
maintenance and transportatic di 
ratios deviated much less tha - 
most other lines, especially thoy 
in other regions of the country 
Earnings this year, based on im y 
proved operating results for th 
first three months, are likely q_ 
exceed $9.00 per share. In view @ oj, 
its better than average traf ikely 
prospects and secure $4.00 divip,,.. 
dend rate, the issue is a sound i ies in 
vestment rail holding. mexce 


Pfizer (Chas.) & Co.: The gai ae 
made in gross revenues by th Cor 
company over the past few yeas. tl 
have been the highest in the ethg’’*™ 5 
cal drug industry. It is now om<™@! 
of the largest in the field andg@’™® *' 
leading producer of antibiotiag’® 5‘! 
vitamins, citric acid and othe —. 
chemicals, and animal feed sums: 
plements. Tremendous _ stridg”® to 
have been made since prior 1 _ 
1941 when annual sales, mostly @ we 
citric acid, were less than $8 mg‘’°!0! 
lion. In comparison, sales 1 tbe pt 
year amounted to $145.2 mi yl 
lion, for a gain of approximate 7 “2 
1700% in the short span of ¥ the: 
years. Despite an industry-wiif, 
decline in dollar volume sim . 
1951, Pfizer’s sales rose 45% dug’ S@' 
ing this period, and earning"? tw 
while lagging behind gross, hat yh 
trended upward. Last year earg™“ mt 
ings were reported at $2.95 p - h. 
share, up from $2.74 in 1953. he _ 

In the first quarter of 1955 m2" 7 
income again increased to ot 
cents a share from 66 cents Tin 
1954’s first quarter on a 10.2g°0U0n 
bulge in sales. At this rate, tog ™oun' 
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the SECOND UNIT at Oak Cree 
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mditel Another important increase in 
gh degra power availability for the farms, 
and co homes, stores, business institu- 
rage rey tions and industries of our op- 
. > i . ar 

uced sub erating area was made in 1954. 
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ex The addition of a second 120,000 
kilowatt generating unit at our Oak Creek 
plant increased the dependable generating 
capacity of our system to 1,132,610 kilo- 
watts. Construction of a third 120,000 kilo- 
watt unit is well under way. 

The rapid growth of the Oak Creek plant 
is typical of the pace at which our plants 


ight = must be expanded to keep ahead of con- 
uring th tinually mounting demands for more elec- 
3 in if tric service. Continued investor confidence 
which @ enables us not only to build plants like Oak 
eaboard Creek but to maintain and expand the vast 
portatio network of substations, transmission and 
on el distribution lines necessary to serve this 
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area today .. . and tomorrow. 








WISCONSIN ELECTRIC POWER COMPANY SYSTEM 








aoa lume for the current year is 
00 _gikely to approach $170 million. 

00 divfpizer’s excellent long-term appeal 
sound ifi.5 in its vigorous management, 
excelled research, and its grow- 
ing product list which promises 
trong growth. 

Corn Products Refining Co.: 
wer the years, has maintained a 
emarkably steady pattern of vol- 
ime and profits, generally trend- 
ng slightly upward, as it reflects 
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itibiotia ~; ~eatiag ~ 
nd othgconomic influences in its busi- 
Food sug’ss: The company, in endeavor- 

stridg@us to broaden and stimulate its 
prior perating and arnings base, is 
moatit placing considerable emphasis on 
n $8 mi levelopment and promotion of 
ales la@e’W products. It now has a list of 
5.2 mi Pbout 119 potential new items, 






ximateend is hopeful that at least a few 
an of Ip! these will be found adequate 
stry-wiieet profitable development. Corn 
ne sing roducts is already market-test- 
150% dues several new products, includ- 
earnings two new salad dressing mix- 
oss, hal ures, a ready-mixed cake frosting 
or of and its new chemical fabric sof- 
32.95 D ener rinse, Nusoft. To promote 
1953. the new lines, it is spending more 
1955 2 ban $5 million on advertising this 
i to year. Last year, net sales totaled 
cents #194.7 million, shading the $193.7 
a 10.2 illion of 1953, while net results 
ate, tol BAmounted to $5.24 a share, mod- 
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erately below 1953 earnings of 
$5.42. On April 26, 1955, stock- 
holders approved splitting the 
common stock 3 for 1, with Direc- 
tors stating their intention of 
placing the new stock on an an- 
nual $1.30 a share dividend basis, 
equivalent to $3.90 a share on the 
present stock. —END 





Companies with High Book 
Value and Rising Earnings 





(Continued from page 353) 
company also has been engaged 
over the years in an intensive re- 
search program. 

Stockholders this year approved a 
proposal by directors to raise the 
debt limit to $20 million from $10 
million. The old debt limit was 
fixed in 1949. Since then Joy’s 
business has expanded consider- 
ably. New bookings of the com- 
pany are running sharply ahead 
with new products a vital contri- 
bution to the upswing. The $20 
million obtained this year from 
long-term financing puts the com- 
pany in a position to enlarge this 
program of expansion and devel- 
opment. It is the plan of the 
company to seek further diversifi- 
cation and broadening of markets. 

—END 








BOOK REVIEW 


The Goodly Seed 


By JOHN WYLLIE 
This novel tells of four days in the 
communal life of a Japanese prisoner- 
of-war camp on an island near Singa- 





pore, Here are gathered together 
British, Americans, Dutch, Javanese, 
half-castes. Here are also the camp’s 


Japanese overlords and their under- 
lings, the Korean camp guards. 

The Camp Commandant is an Eng- 
lishman who wields authority over the 
motley group by the force of his up- 
right personality. He is respected too 
by the Japanese. But he is dying of 
beri-beri for lack of the necessary drug, 
and the struggle for the succession is 
the focal point of Mr. Wyllie’s story. 

This struggle, culminating in the 
Commandant’s last dying gesture of 
authority, is finely described. 

None the less, this is a novel not of 
horror but of hope. For in nearly all 
his characters there is planted the 
“goodly seed” of humanity. 

It is indeed the author’s compassion- 
ate understanding of the strengths as 
well as the frailties of human nature 
that makes this novel so remarkable 
and which has caused T. H. White (the 
author of The Sword in the Stone) to 
write of it: “It is a long time since I 
have been as moved by any novel. Mr. 
Wyllie with his first book shows himself 
to be that rare discovery, a man who 
writes with the heart and mind and 
who, like H. E. Bates, sees with words.” 
Dutton $3.00 
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s West Penn 


Electric Company 





(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


3,2 14¢ PER SHARE 


Payable June 30, 1955 
Record Date June 10, 1955 
Declared June 1, 1955 








WEST PENN ELECTRIC SYSTEM 
Monongahela Power Company 
The Potomac Edison Company 

West Penn Power Company 




















INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wacker Drive, Chicago 6 
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QUARTERLY DIVIDENDS } 
4% Cumulative Preferred Stock ; 
53rd Consecutive Regular ! 
Quarterly Dividend of : 
One Dollar ($1.00) per Share : 
$5.00 Par Value Common Stock ! 
Forty Cents (40¢) per Share ; 
Declared—May 26, 1955 : 
Record Date—June 17, 1955 ' 
Payment Date—June 30, 1955 
A.R. Cahill } 

Vice President and Treasurer | 

* 

! 
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I 
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Phosphate © Potash ¢ Plant Foods 
Chemicals ¢ Industrial Minerals 
Amino Products 


(a eaicnnt erin 











YALE & TOWNE 


DECLARES 269th DIVIDEND 


75¢ PER SHAR® 









On May 26, 1955, 
dividend No. 269 








of seventy-five 
per share was 
declared by the Board 
of past earnings, 
payable on 
x til H stockholders of record 
| at the close of business 
MMi June 10, 1955. 
€);3 
Executive Vice-President and Secretary 
THE YALE & TOWNE Mc. co. 


cents (75¢) 

of Directors out 

July 1, 1955, to 

F. DUNNING 

Cash dividends paid in every year since 1899 











378 





| 
| 











Expansion Spearheads 
2nd Century of Growth 





(Continued from page 356) 


located to serve the important 
southeastern states. Dewey and 
Almy “Darex” sealing compounds 
protect billions of cans of food 
and beverage from leakage and 
spoilage; to seal glass containers 
and form gaskets on steel pails 
and drums. “Darex” gasket com- 
pounds are used by manufacturers 
of electronic equipment and pro- 
ducers of automotive parts, ma- 
chinery and other equipment are 
using one or another of the “‘Dar- 
ex” compounds to seal against 
dust, weather, and oil, and to pro- 
vide a cushion against vibration. 
Dewey and Almy’s long list of 
other products have almost count- 
less applications in industry, in- 
cluding manufacture of shoes, ad- 


hesives, fabric finishes, plastics, 
rubber products, and by the 
cement and _ construction in- 
dustries. 


3 Major Chemical Categories 


With the acquisition of Dewey 
and Almy, along with Davison 
Chemical Corp., both of which are 
now Grace divisions, the chemical 
products of the company comprise 
three major classifications, these 
being agricultural chemicals, in- 
dustrial chemicals and chemical 
specialties, total sales of which, 
on a pro-forma basis, have in- 
creased in the last five years 
from $78.3 million in 1950, to 
$131.1 million in 1954, During the 
current year, Grace will have the 
benefit of the operations of Grace 
Chemical, its wholly-owned sub- 
sidiary, which has recently com- 
pleted a new $20 million plant, 
and is presently producing 250 
tons of anhydrous ammonia per 
day. With the completion of the 
urea unit, expected to be in pro- 
duction shortly, about 100 tons of 
daily ammonia production can be 
converted into 150 tons of urea 
per day, thus opening another 
phase of Grace expanding activity 
in the chemical field. 

Paralleling Grace expansion in 
manufacturing and other facili- 
ties, especially in the last five 
years, is its growth in financial 
strength. Within this period net 
fixed assets have increased from 
$53.4 million at the end of 1950, 
to $130.7 million at the close of 
1954. To augment retained earn- 


ings used in its expanding busi 
ness and in the construction 9 
acquisition of additional facilitie 
long-term debt of the company 
including the recent issue of $3) 
million in 34%4%  convertibl 
debentures, has increased to ap 
proximately $113 million from 
$9.5 million five years earlier 
Through all this growth period 
Grace has maintained a stron 
working capital position, its hold 
ings of unrestricted U. S. dollarg 
and U. S. government securities, 
totaling $63.5 million contributed 
to net working capital at the end 
of last year of $112.2 million. 





Purpose of Financing 


It is the intention of Grace t 
use net proceeds from the recent 
debenture sale for capital expent. 
itures and for the retirement @ 
certain medium-term indebted. 
ness, consisting principally 4g 
bank loans to the amount of about 
$12.5 million. As at March 3], 
last, approximately $15.5 million 
remained unexpended of capita 
expenditures covering primarily 
expansion of facilities for chemi- 
cal operations in the U. S., and 
Canada. Among the more impor. 
tant of these projects are a new 
catalyst plant in Quebec, sched- 
uled to have an annual capacity 
of 40 million pounds; a fluid cat- 
alyst plant at Baltimore, Md., par- 
tially in replacement of existing 
facilities, which upon completion 
in 1956 will have an approximate 
capacity of 49 million pounds, and 
a new plant at Greenville, S. C, 
to expand production of “Crye 
vac” products. Included in the 
plans are provisions for addi 
tional capital expenditures it 
Latin America covering among 
other projects a new Brazilian 
plant for the production of vari- 
ous chemicals. 

Notwithstanding all that i 
written here regarding the Grace 
history, its broad interests in this 
country and Latin America, n0 
reference has been made to the 
company’s 80% ownership of the 
Grace National Bank in New 
York that at last March 31, had 
capital stock, surplus and und: 
vided profits of close to $10 mil 
lion; Grace’s large New York 
real estate holdings, nor its sub 
stantial majority interest in Gris 
wold & Co., Inc., engaged in 4 
general insurance brokerage busi 
ness. Also omitted is reference t 
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its wholly-owned subsidiary, Fos 
ter & Kleiser Co., operating 0 
the Pacific Coast in the outdoo 
advertising field with net profit}! 
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ding busi 
ruction 9 
1 facilitigigst year of more than $1.9 
company million. 
sue of $38 As was stated at the beginning 
onvertiblaof this study, W. R. Grace & Co. 
sed to apffor diversity of activity prob- 
lion fromfgbly has few equals. Furthermore, 
Ss earlierkits interests are spread over a 
th period{proad geographical area which, 
a strongitegether with the many fields in 
1, its holdfwhich the company is active, 
S. dollar§affords the investor in the com- 
securitiesfmon stock of the company an 
yntributedynusual degree of diversification. 
ut the enjf The constant building of its 
million. [industrial and other activities in 
Latin America where operations 
cing are expanding with the rising 
economy, and the rapid expansion 
Grace tofin the growing chemical industry 
he recentfthere and in the U. S., definitely 
il expendfolaces Grace common in the 
‘ement digrowth category. The stock, cur- 
indebtet-frently selling at 48, is priced 634 
ipally «fpoints above its 1955 low, but 
t of about even at its present level yields 
larch 841% on the annual dividend of 
 millionls900 a share, increased from 
f capitals 75 paid in 1954. This continues 
primarily, dividend record started in 1899 
or chemifand maintained, except for 1909 
S., andfand 1933, without a lapse. The 
"€ 1MPOMistock may be classified as a sound 














re a neWiong-term investment. —END 
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Md., par} Planning Retirement 
existing 
~— (Continued from page 359) 
inds, anijnormal taxes, this would leave a 
le, S. C.fnet income of about $8,500 a year. 
f “CryofTrue, this would not quite match 
| in thefthe $9,000 needed, but if the pro- 
or addifgram were soundly laid out, it 
ures ifwould probably be worth the dif- 
' amongfference in peace of mind to this 
Sraziliamfinvestor. Certainly, it would be 
of vari{more desirable to accept a some- 
what smaller income than impair 
that isthe demonstrated fundamental 
ne Grace Strength of the rest of the port- 
‘s in thisf folio. In any case, the small addi- 
rica, nptional amount of $500 a year 
» to thprequired to meet the $9,000 in- 
p of thef Come desired could be provided by 
in New, Withholding several thousand dol- 
31. haif/ars now in savings banks. This 
id undi} could provide the additional funds 
$10 milfneeded for quite a number of 
wv Yorkpyears, thus affording the investor 
its sub his $9,000 a year and peace of 
in Gris} Mind, to boot. 

ed ind In Table “B”, we have sug- 
ge busi, Sested the type of stock for in- 
rence t#Vvestment to secure an average 
ry, Fosteturn of 434%. Several of these 
ting om/'ssues yield less than this amount 
outdooq 4nd others more. A package in- 
; profitg’estment of $100,000 in these 
Issues would provide an income of 
$4,810 a year. —END 
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C.1.T. 
FINANCIAL 
CORPORATION 


DIVIDEND NO. 132 
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A quarterly dividend of $0.50 
per share in cash has been 
declared on the Common 
Stock of C. I. T. Frnancrau 
Corporation, payable July 
1, 1955, to stockholders of 
record at the close of busi- 
ness June 10, 1955. The 
transfer books will not close. 
Checks will be mailed. 
C. Joun Kunn, 
Treasurer 
May 26, 1955. 

















BOOK REVIEW 


Approaches to Economic 


Development 
By N. 8. BUCHANAN 
and H. S. ELLIS 

Our stake in the underdeveloped areas 
of the world is political as well as eco- 
nomic and humanitarian. 

But needed economic improvement is 
not achieved merely by supplying loans 
and capital equipment and demonstrat- 
ing superior techniques of production. 
It must be generated primarily from 
within, says this book. 

Approaches to Economic Deve lopment 
is a comprehensive study of this whole 
problem, defining and surveying the 
present underdeveloped areas, describ- 
ing the methods under which economic 
progress has been achieved in more 
advanced areas, suggesting how these 
methods may be applied to other areas, 
and pointing out our own interest and 
responsibilities in such development. 
20th Cent. Fund $5.00 


BOOK REVIEW 


The Thorn Tree 
By NELIA GARDNER WHITE 

Beautiful, talented, glamorous—why 
did Elspeth Esker, when her famous 
husband died, go into such a tailspin of 
bitterness and withdrawal? What was 
there so far beyond normal grief in this 
death one winter afternoon? This was 
the problem that confronted Sebastian, 
the dead man’s brother, when he was 
summoned back from his studies in 
Europe. His search, and the struggle to 
recapture Elspeth’s spirit, leads him in 
pursuit of his  brother’s character 
through a rich gallery of personal en- 
counters. 

But meanwhile, in a city world where 
the author has not taken us before, and 
where she shows herself to be equally 
at home, the brother and sister of Els- 
peth lead their own cosmopolitan lives. 
This is a happy bringing together of two 
worlds, in each of which Mrs. White’s 
instinct for human relationships has 
full play. This story, charged with deep 
emotions that are revealed through 
those telling touches of character she is 
so adept at portraying, will satisfy her 
large and devoted audience, which has 
grown with each of the books produced 
by this novelist of increasing stature. 
Viking Press $3.50 











Dividend Notice 
MIDDLE SOUTH UTILITIES, Inc. 


The Board of Directors has this day 
declared a dividend of 37\2¢ per 
share on the Common Stock, pay- 
able July 1, 1955, to stockholders 
of record at the close of business 


June 10, 1955. 
H. F. SANDERS, 


New York 6, N. Y. Treasurer 
May 27, 1955. 





A World Of 
Opportunity 







Utility service by tax-paying, 
publicly-reguiated companies 
made this dividend possible. 












DIVIDEND NOTICE 


The following dividends 
have been declared by the 
Board of Directors: 


Preferred Stock 

A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock, payable July 1, 1955 
to stockholders of record at 
the close of business on 
June 15, 1955. 


Common Stock 

A quarterly dividend of 
$0.20 per share on the Com- 
mon Stock, payable July 1, 
1955 to stockholders of rec- 
ord at the close of business 
on June 15, 1955. 

Transfer books will not be 
closed. Checks will be 


mailed. Wo. J. WILLIAMS 


“acetates & ee 

































ONSecutive 
divider és 


® A quarterly dividend of 45¢ a 
share has been declared on the 
common stock of this company, 
payable on July 1, 1955, to share- 
holders of record June 7, 1955. 
# A quarterly dividend of $1.00 
a share has also been declared on 
the preferred stock of the com- 
pany. It too is payable on July 1. 
1955, to shareholders of record 
June 7, 1955. 


 (Lbbott LABORATORIES 


Manufacturing Pharmaceutical Chemists 
North Chicago, Illinois 








| 104th CONSECUTIVE QUARTERLY 
E: CASH DIVIDEND 
The Board of Directors has de- 
:clared a quarterly cash divi- 
dend on the Common Stock at 
the rate of 

$.25 per share 









The dividend is payable June © 
30, 1955 to stockholders of = 
record at close of business June = 
15, 1955. BS 

William E. Thompson © 
June 1, 1955 : 
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ANACONDA 


DIVIDEND NO. 188 
May 
The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a 
dividend of Seventy-five Cents 
($.75) per share on its capital 
stock of the par value of $50 
per share, payable June 30, 
1955, to stockholders of record 
at the close of business on 
June 6, 1955. 
C. EARLE MORAN 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 


26, 1955 
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Answers to Inquiries 





(Continued from page 368) 


ments averaged 26% of fheir 
earnings last year, an increase of 
8% over the previous year. 

Last year’s progress was some- 
what obscured by increasing costs 
of doing business and by continu- 
ing high taxes. 

The president of the company 
stated “Expenses of the program 
to gain a larger share of the writ- 
ing instrument market was the 
primary reason that profits did 
not quite keep pace with the in- 
crease in sales.” He said. “Gain- 
ing a greater share of the market 
—and holding it—required sizable 
investments in research, in engi- 
neering and development, and 
most of all, in advertising and 
promotion.” 

While competition is intense, in 
the writing instrument field, 
Sheaffer’s intrenched position in- 
dicates that prospects over com- 
ing months appear favorable. 


Allied Stores 
“Please supply recent sales volume, 
earnings and dividends and financial 
position of Allied Stores.” 


; R. F., Needham, Mass. 
Allied Stores Corporation, the 


nation’s largest group of depart- 
ment stores, reported all-time 
record sales of $543,984,209 for 
its fiscal year ended January 31, 
1955, as well as earnings of $5.50 
per share of common stock, high- 
est since 1950. 

Allied Stores operates 75 de- 
partment stores from coast to 
coast. Sales last year increased 
5.5% over the previous year’s to- 
tal of $515,829,695. 

Earnings of $13,230,847 were 
$1,421,381 greater than for the 
preceding year, when earnings 
per share of common were $4.92. 

Sales for the three months 
ended April 30, 1955 were $120,- 
665,038, an increase of 6.8% over 
the same period last year. Earn- 
ings were 50c per common share, 
compared with 48c in the like 


period of 1954, when 325,000 
fewer shares of common were 
outstanding. 


In the past 20 years Allied sales 
have increased a total of 505%, 
from $89,935,583 to the 1954 to- 
tal. In 15 of the last 16 years, 
sales have attained new peak lev- 
els as compared with sales for 
the previous years. While sales 
for the first six months of 1954 
did not compare favorably with 





the previous year, Allied enjoys 
the greatest Christmas season } 
its history, both in sales and ;} 
profits. Sales since the close , 
the year show increases over th 
comparable period in 1954. 
Dividends in 1954 were $3. 
per common share and 75 cent 
quarterly has been continued thi 
year. 
Working capital for Allied ip 


creased $7,625,134 during th 19 


year, largely because of retaine 
earnings, and amounted to $130, 
594,865 at the close of the year 
which is equivalent to 24% 4 
sales. Working capital is adequats 
to support present and prospe 
tive sales volume. Cash at th 
close of the year was $16,114,66] 
compared with $13,608,892 at th 
close of the previous year. Ther 
were no short term bank loa 
outstanding on either date. 
Allied’s non-consolidated _ bu 
wholly-owned real estate su 
sidiary, Allstores Realty Corpor 
tion, had earnings of $603,32 
for the year, including $353,16 
as a special credit for adjust 












ment of accumulated depreciatio 7 
for the years 1948 to 1953. Oper: 


ating results of this subsidiay 
are not included with the curren 
earnings of Allied Stores Cor 
poration. 

During 1954, Allied completeg 
a major addition to its Gertz De 
partment Store in Jamaica, N. Y. 


opened a Bon Marche Store i 
Eugene, Oregon, and a Maa 
Brothers branch at Lakeland 


Florida; doubled the size of iti 
Titche-Goettinger store in Dallas 
and expanded and modernized it 
Levy’s of Savannah and Pom 
eroy’s at Pottsville, Pennsylvania] 
Also enlarged and modernized iti 
Malden, Massachusetts store as4 
branch of Jordan Marsh, and a¢ 
quired the working assets ané 
business of the R. E. Kenningto 
Co., Jackson, Mississippi. Th 
company is also planning and d 
veloping regional and shoppin 
centers. 


U.S. Industries 

“IT understand that U.S. Industrié 
was formerly called the Pressed Stet 
Car Co. Will you please furnish dats 
on this company’s diversification pre 
gram and give recent sales, earning 
and dividend payments.” J 
F. R., Baldwin, N. } 

The change in corporate nami 
from Pressed Steel Car Co. tf 
U.S. Industries was made becaus# 
it was more in keeping with th 
present diverse operations of th 
company both in products an@ 
geography. Pressed Steel Car Cé 
manufactured only freight caf 


THE MAGAZINE OF WALL STREE 




















whil 
duce 
part 
cessi 
cans 
tary 
trad 
and, 
Clea 
man 
hydi 
Se 
to b 
thos 
ter ¢ 
lion, 
cent: 
cent: 
Orde 
$50 1 
that 
abov 
cast. 

Ne 
233 | 
of $ 
US. 
ings 


Th 
its fr 
early 
long 
ing t 
and 
ness 
oper: 
in 1S 

Th 
the « 
sales 
a gor 
any 
comp 
freig 

Co 
fourt 
to me 
9 mo 

Th 
asset 
curre 
comp 
the p 
tal ir 
$13.6 

An 
the «¢ 
sults 
Mach 
asset 
by 1 
1954. 
leadi: 
chani 


JUNE 










while U.S. Industries now pro- 







ed €n Joye juces oil well equipment, aircraft 
Season Barts, steel tanks, automobile ac- 
les and if essories, lathes, milk and waste 
e close , cans, electrical fittings and mili- 
Pred tiitary products. It also operates a 


eo 4 trading agency in the Philippines 
vere $3. ond, in October 1954, acquired 
1 75 cen¥cjearing Machine Corporation, a 
‘Anued thi manufacturer of mechanical and 
. ,.}hydraulic presses. 
Allied ig’ “sales of U.S. Industries for 
uring th 1955 and earnings are expected 
f rs to be substantially higher than 
1 to $130} those of 1954. Sales in first quar- 

the year ter of 1955 were about $18 mil- 
) 24% ion, and net income rose to 33 
s adequats cents a common share from 7 
| Prospet ents in the like 1954 period. 
sh_ at th Order backlog recently was about 
eg $50 million. The company believes 
oe Th Tthat 1955 sales volume will rise 
ved | &@ above original $80 million fore- 
te. past R 
ated te Net sales for 1954 of $60,583,- 
tate sil 233 and net income, after taxes, 
Corpor: of $1,606,170 was reported for 

$603,3% U.S. Industries Inc. These earn- 

$353,165 ings were equivalent to 92 cents 
» adjust a share on the outstanding com- 
nreciatio mon stock. In 1953 the company’s 
153. Oper net sales were $95,342,525 and 
ubsidienl its after tax income was $2,626,- 
1. eusetl ~ equal to $1.56 a common 
share. 
mes Ce The company had terminated 
‘ its freight car building operations 
completed arly in 1954, as a result of a 
long and thorough study indicat- 

Store iq mg the probability of undesirable 

a Maag and spasmodic freight car busi- 
Lakelanéf 2ess in the future. This void in 
ze of ith (erations naturally affected sales 
in Dallas} @ 1954. ; : 
rnized it} . The diversification program of 
nd Pom the company is bearing fruit as 
isvlvania Sales for 1955 are expected to be 
rnized ity # good deal higher than sales in 
tore as#22Y prior year to 1949 when the 
. and af OMpany manufactured only 
sets and ireight cars. 
nningtot Company-wide earnings in thé 
opi. The fourth quarter of 1954 amounted 
x and de} © more than the total for the first 
shoppin 9 months of the year. 

The company’s ratio of current 
assets at the end of the year to 
current liabilities was 3.5 to 1, 
compared with less than 2 to 1 in 
the preceding yet, working capi- 
tal increased to § $22,367,912 from 
$13,616,843 the year previous. 
|} An important contributor to 
vin, N. Yi the excellent fourth quarter re- 
ite naMf sults in 1954 was the Clearing 
r Co. “Machine Corporation, whose 
2 becaus} assets and business were acquired 
with thi by U.S. Industries in October, 
ns of th} 1954. This company, one of the 
acts aM@leading manufacturers of me- 


| Car Co chanical and hydraulic presses, 
pht cals 
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had total sales for all of 1954 of 
$30,256,000, of which $7,958,000 
represented fourth quarter sales, 
were included in U.S. Industries 
sales for the year. 

Dividends in 1954 totalled 80 
cents per share and 20 cents quar- 
terly has been paid thus far in the 
current year. 


Brown & Bigelow 

“Please indicate principal nature of 
business of Brown & Bigelow and also 
indicate main products and give re- 
cent earnings, dividends and outlook.” 

R. A., Lynchburg, Vi 

Brown & Bigelow is the creator 
of more than 900 products and 
services under the registered 
trade name of “Remembrance 
Advertizing”’. This includes cal- 
endars, leather pocket, desk and 
travel items; novelties such as 
telephone indexes, pens and light- 
ers; playing cards, direct mail 
and deluxe business greetings. 

Brown & Bigelow sales in 1954 
reached $51,686,357, highest 
mark in the firm’s 59 year his- 
tory, while the company’s mod- 
ernization and expansion pro- 
gram to serve tomorrow’s market 
made continued progress. 

The sales figure of $51,686,357 
is 4.6% greater than the previous 
year’s total of $49,406,688. In- 
crease in sales has continued each 
year since Charles A. Ward took 
ever the presidency of the firm 
in 1933. Sales were then $2,700,- 
000. 

Although the cost of the long- 
range plan to expand facilities cut 
into profits, earnings per share 
on common stock were $1.57. The 
stock earned $1.66 a year ago. 

Earnings before taxes for the 
fiscal year which ended January 
31, 1955, were $4,663,974, com- 
pared to $4,801,118 the previous 
year. Earnings after taxes were 
$2,092,477 for 1954 as against 
$2,208,194 for 1953. 

Meanwhile the program insti- 
tuted two years ago by the presi- 
dent to build Brown & Bigelow 
subsidiary support for the future 
continued to work out on sched- 
ule. 

Latest acquisition, Herb-Shelly, 
Inc. of Farmington, Minneosta, a 
pioneer in the manufacture of 
polyethylene products, was pur- 
chased by Brown & Bigelow in 
May 1954. 

With an unlimited field in the 
prepackaging of fruits, vegeta- 
bles, candies, poultry and soft 
goods, it was necessary to install 
high speed automatic equipment 
not commercially available in or- 
der to serve this rapidly develop- 
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COMMON STOCK 
DIVIDEND 
May 25, 1955 


The regular quarterly dividend 
of 40 cents per share on the out- 
standing Capital stock was de- 


clared today, payable July 1, 
1955 to shareholders of record 
at the close of business 
June 15, 1955. 
Haro_p F, Wyxort 


Treasurer 
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HE Board of Directors has this day 

declared the following dividends: 
4% % PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12%4 per 
share, payable July 1, 1955, to 
he sIders of r ecord at the « lose of busi- 
ness June 3, 195 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend tor 
the current quarter of $1. 75 per shar ¢, 
payable July 1, 1955, to holders 
of record at the close of Pe mene 
June 3, 1955. 

COMMON STOCK 


12% cents per share payable June 
24, 1955, to holders of record at the 
close of business June 3, 1955. 


R. O. GILBERT 
Secretary 
May 24, 1955. 
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CORPORATION OF AMERICA} 
180 Madison Avenue, New York 16, N.Y. ? 
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THE COLUMBIA 
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Common Stock 
payabl nA st 15, 1955, to holders 
of record at close of business July 20, 


Dace Parker 
June 2 5 S tary 





=~ GAS SYSTEM, INC. 


f Directors has declared this 














NATIONAL STEEL 





Corporation 
Lt 102nd C j 
NATIONAL n onsecutive 
STEEL Dividend 


The Board of Directors at a 
meeting on May 17, 1955, de- 
clared a quarterly dividend of 
seventy-five cents per share on 
the capital stock, which will be 
payable June 14, 1955, to stock- 
holders of record May 27, 1955. 

Pavut E. SHroaps 
Vice President & Treasurer 











MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of twenty-five cents (25¢) on the Capiral Stock 
of the Corporation, payable July 5, 1955, to 
stockholders of record at the close of business 


on June 20, 1955. 
T. RUSS HILL, President 














DIVIDEND NUMBER 44 


Interlake Iron Corporation has 
declared a dividend of 30 cents 
per share on its common stock 
payable June 30, 1955, to stock- 
holders of record at the close 
of business June 15, 1955. 
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\ INTERLAKE 
IRON 
wf CORPORATION 
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Blast furnace plants in Chicago, Duluth, Erie and Toledo 





















INTERNATIONAL 

COMPANY 
St. Louis 

177TH 

CONSECUTIVE DIVIDEND 

Common Stock 

A quarterly dividend of 60¢ per 

share payable on July 1, 1955 

to stockholders of record at the 

close of business June 15, 1955, 


was declared by the Board of 
Directors. 


ANDREW W. JOHNSON 


Vice-President and Treasurer 


June 2, 1955 


























Answers to Inquiries 





ing market. The company engi- 
neers devised and built special 
machinery to handle increased 
demand for production. 

Cost from this production 
changeover and cost of the con- 
tinuing modernization of the 
Western Lithograph Co., Los An- 
geles, a subsidiary purchased in 
1953, affected earnings for 1954. 

As indication of the value of 
an extensive improvement pro- 
gram, recent sales at Western 
Lithograph showed March 1955 
amounted to $750,000, the largest 
single month’s volume since its 
establishment 49 years ago. 

For the 3 months to April 30, 
1955 net sales were $11,229,645, 
net profit $413,273, equal to 31 
cents per common share and this 
compares with the corresponding 
period in 1954 when net sales 
were $11,853,599, net profit $451,- 
396, equal to 34 cents per share. 
These earnings were based on 
1,263,645 common shares out- 
standing in each period. 

Textron American, Inc. is nego- 
tiating for acquisition of Brown 
& Bigelow as a wholly-owned sub- 
sidiary through exchange of 252,- 
729 shares of new $5 preferred 
and 126,365 common shares for 
1,263,645 Brown & Bigelow com- 
mon shares on basis of 1/5 of a 
preferred share and 1/10 of a 
common share for each Brown & 
Bigelow common share. New pre- 
ferred would have to be author- 
ized by stockholders of Textron 
American before issuance. Brown 
& Bigelow’s 18,401 preferred 
shares would be called for re- 
demption at $110 a share. 

When merger of American 
Woolen Company, Robins Mills, 
Inc. and Textron Inc. became ef- 
fective in February 1955, merged 
company had accumulated losses 
of about $30 million that can be 
used to offset Federal income 
taxes on profits made through 
1958. If all textile plants sched- 
uled for liquidation are sold at 
prices currently anticipated, Tex- 
tron American Inc. will be able to 
carry forward a total of $50 mil- 
lion of losses to offset taxes 
through 1960, Mr. Little, chair- 
man of the board, disclosed. Mean- 
while, steps are being taken to 
reorganize textile operations to 
put them on a profitable basis. 

Dividends in 1954 totalled $1.00 
per share and 25 cents quarterly 
is the current rate. —END 


BOOK MANUSCRIPT! 
INVITED 


If you are looking for a publisher, send for ow 
free, illustrated booklet titled To the Author a 
Search of a Publisher. It tells how we can publish 
promote and distribute your book, as we have dom 
for hundr of other writers. All subjects coo 
sidered. New authors welcomed. Write today fy 
Booklet WF, It’s free. 


VANTAGE PRESS, Inc., 120 W. 31 St., N.Y.) 
In Calif., 6253 Hollywood Bivd., Hollywood % 
In Washington, D. C., 1010 Vermont Ave., N.V 











Potentials for Economic Growth 
in U. S. 





Estimates of private invest- 
ment by 1965 are made on the fol. 
lowing assumptions: 

(1) Residential nonfarm con- 
struction is assumed to increas 
from $11.9 billion in 1953 to $1f 
billion per year by 1965. This is 
believed to be sufficient to achiev 
and maintain the then neede 
stock of housing for a total of 5f 
million households as compared t 
47 million households estimatei 
by the Bureau of the Census for 
1953. It provides: (a) New hous. 
ing to increase the housing supply 
to take care of the additiona 
800,000 to 900,000 new households 
expected each year by the mit¢- 
1960’s; (b) for replacement oi 
wornout or destroyed residential 
structures; (c) for improvements 
on existing structures; and (4d) 
for conversions. If in 1965, the 
ratio of nonfarm housing starts ti 
residential nonfarm construction 
expenditures is the same as In 
1953, then private nonfarm hous- 
ing starts in 1965 would be abou 
1.4 million per year compare‘ t 
1,068,300 in 1953. 

(2) Business expenditures on 
plant and equipment are assume( 
to amount to about $60 billion per 
‘year by 1965 compared to $38 
billion in 1955. So far as present 
information is a reasonable guide 
this could provide about $25 bil- 
lion to replace fixed assets actually 
retired in each year plus about 
$35 billion for expansion of cap 
acity and accelerated replacement! 
of old assets. This probably im- 
plies a more rapid annual rate 0 
modernization of productive facil 
ities than now prevails and prob 
ably a considerable opportunity to 
decentralize or disperse industry 
both as a means of reducing the 
vulnerability of our industria 
plants in case of war and as 4 
contribution toward improved 
working, traveling, and _ living 
conditions for employees. 

Although there seems little 
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nanced and that opportunities will 
exist for such investment, one 
may question whether business 
wiil reach this level within the 
time period of these projections. 
Some factors can be enumerated 
to indicate the feasibility of the 
assumption. The development of 
atomic and, possibly, solar energy 
for peacetime uses on a practical 
economic scale would open the 
way to enormous expenditures to 
provide cheap and virtually un- 
limited power to the entire popu- 
lation without regard to present 
geographic locations. When will 
will this occur and what would it 
mean in terms of potential invest- 
ment in other directions? In 
this age of potential H-bomb 
warfare, and in light of changed 
living habits and technological im- 
provements, such as air trans- 
portation and the automobile, 
there would seem to be vast po- 
tentials for economically sound 
investment—perhaps in part by 
combined public and private au- 
thorities—in the rebuilding of the 
Nation’s cities, in decentraliza- 
tion, and in industrial dispersal. 


Joint Committee on Economic Report 


As | See It 


(Continued from page 325) 


The fact of the matter is that 
age is no criterion of ability, 
whether in industry or other 
fields. History is full of examples 
of leaders functioning effectively 
in their sixties and seventies and 
even eighties. Winston Churchill 
is an obvious example. So is 
Herbert Hoover. Thousands of 
vigorous, elderly men and women 
in this country who happen to 
be free to continue to work, still 
hold highly responsible positions 
in various fields. But the nation, 
to its great loss, would have been 
deprived of their services had 
they been compelled to retire too 
soon. 

This situation not only applies 
to executives generally but to 
highly skilled older workers in 
the labor ranks. Many of these 
competent people, often quite 
against their desire, are com- 
pelled to retire years in advance 
of the time when their energies 
normally would diminish. This 
is a great wastage of experience 
and know-how. Surely a more in- 
telligent way of solving this prob- 
lem can be found. This country 
is not so rich that it can afford 
to lose valuable services of men 
and women who, though they may 
have many years behind them, 
still have much to contribute. 
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BOOK REVIEW 


The Red Carpet 
10,000 Miles through Russia 
on a Visa from Khrushchev 
By MARSHALL MacDUFFIE 

As head of the UNRRA mission in 
the Ukraine, Marshall MacDuffie had 
got to know N. S. Khrushchev. When 
Khrushchev succeeded Malenkov as 
chief of the Soviet Communist Party, 
MacDuffie cabled suggesting that he’d 
like to visit his old stamping ground. 
Some months later—after Soviet intel- 
ligence experts had managed to find 
MacDuffie’s name in the New York 
phone book (where it’s been for years) 
—he got his invitation. 

The Red Carpet is the story of the 
tour that resulted—a 65-day, eye-open- 
ing, sometimes hair-raising, always 
fascinating tour that took him through 
eight republics of the Soviet Union 
from Leningrad to the Chinese border. 
MacDuffie went to places no Westerner 
had seen in twenty years, talked to all 
sorts of people everywhere, took eleven 
hundred photographs, brought back 
twenty-one hundred pages‘of uncen- 
sored notes. 

The Red Carpet has the fascination 
of an exotic travelogue and the stimu- 
lation of a good hard look at a poten- 
tial enemy. 

32 pages of photographs 
Norton 











$4.50 


Brazil 
People and Institutions 
By T. LYNN SMITH 
(Revised Edition) 

Hailed in 1947 as the first complete 
treatment of Brazil, this book has now 
been entirely rewritten. New statistical 
data, including the latest census figures, 
have been incorporated. All original 
material has been thoroughly re-evalu- 
ated and brought up to date, and 
further information added on _ the 
agricultural, industrial, and social de- 
velopment of the country. 

A thorough treatment is given of 
population problems. Topics discussed 
include: number, distribution, and 
growth of population; racial makeup, 
rural-urban distribution; age and sex 
composition, marital condition, religi- 
ous affiliations, and other characteris- 
tics of the Brazilian people; rate of re- 
production and mortality rate; migra- 
tions, both into and within Brazil. 

Standards of living have been closely 
examined. The author has_ also 
weighed such factors as poor health 
and the wasteful use of labor which 
are largely responsible for low stand- 
ards of living. 

An important area given complete 
and sympathetic treatment is that of 
the social institutions. Marriage and 
the family, education and the schools, 
religion and the church, and political 
institutions and government are the 
basic institutions studied. 

Finally the over-all problems now 
confronting Brazil are summarized, 
and constructive solutions to these 
problems discussed. The outlook for the 
future development of Brazil is clearly 
and comprehensively presented. 

Brazil: People and Institutions is an 
indispensable source and _ reference 
book for teachers, businessmen, social 
scientists, and all students of South 
America’s greatest country. 


Little, Brown $3.95 


America’s Needs and Resources 
By J. FREDERIC DEWHURST 
and Associates 
The original version of this work 


published eight years ago, rapidly e. 
tablished itself as a classic of moder. 
day research, becoming the standarj 
reference source on the past achieve. 
ments, present status and future poszi- 

bilities of the whole American economij 
system. marten» Needs and Re. 
sources: A New Survey, completely re. 
vised and rewritten and with maj 

figures brought up to date, is even mor 
comprehensive. 

Authors of its twenty-six chapters 
give special attention to the impact in 
their fields of the many new products 
and techniques developed during th 
postwar period. Special ch: will or 
technological change and its effects 
increasing American productivity as. 
sess our present strength and gives 
solid look at our future potential, 
proiections to 1960. 

This survey provides those who wor 
in each separate field, as well as thos 
whose concern is the economy as 3 
whole, with the facts and backgrour 
essential for appraising the preser 
and planning intelligently for the fv 
ture. It will serve as an indispensal 
guide and reference work for busine 
men, industrialists, union leaders, ra 
vestors, economists, marketing counse. 
lors, librarians, students—for anyor 
seriously concerned with his own, an 
his country’s, economic strength an 
probable future. 
Twentieth Century Price $1! 


The Modern Textile Dictionary 
By GEORGE E. LINTON 

In this day of amazing technologica 
advances, writes George E. Linton 
the Preface to this book, enormo 
strides have been taken in the develop- 
ing of new fibers, fabrics, finishes a! 
fashions. These developments hat 
created an urgent need for understa! 
ing—understanding of new terms f 
new processes, of new uses for né 
products, of new significances for tl 
industry as a whole. Long know: 
one of America’s foremost textile a 
thorities, and at present the Dean « 
the Textile Department of the Fashi 
Institute of the State University 
New York, and Textile Editor f 
American Fabrics magazine, Dr. Li 
ton has compiled THE MOopDERN TE! 
TILE DICTIONARY to answer these need 

Totalling 12,000 terms, the dictior 
ary covers all phases of textile produ 
tion and manufacture. Its vast sco} 
ranges from apparel to asbestos; fr 
fiber to finish; from the history of co: 
tume, fashion and style to manag 
ment and labor; from lace to laundr 
practice; from plastics to spot rem¢ 
ers and the proper care of clothing. 

Technical terms and phrases of ¢ 
tablished importance have been enter 
to keep abreast of the latest expa! 
sions; and trade names like “Dacro1 
and “Orlon”—many of them househ¢ 
words by now—have been used wh 
deemed advisable or necessary. 

At once exhaustive in scope and co! 
cise in format. THE MODERN TEXTII 
DICTIONARY is a work of key impo 
tance. 

It will prove an invaluable guide t 
all those whose business or professioné 
careers are concerned with textiles 
among others, teachers and students ¢ 
textile, fashion and home _ economi 
schools; interior decorators; buyer: 
jobbers and merchandisers; chemist 
and industrial engineers. $3.9 


THE MAGAZINE OF WALL STREE! 











oe 


|| 


rept 
side 
mer 
outl 


Issi 
D 
acco 
tive 
thos 
prov 
secu 
com 


and 


Clo: 

TI 
cons 
coun 
Boar 
tinue 
neve 

Ww 


tions 


Inve 
(maze 
our 


F 
base 
the 
be g 
can 





rces 
ST 


work 
lly es. 
\odern. 
andard 
chieve. 
PoOss)- 
onomi 
1 Re. 
ely re. 
major 
n more 


apters 
act ir 
oducts 
ez the 
rs or 
cts 

tv as 
rive 3 





Added Safety - Income - Profit For 
Investors With $20,000 Or More 








For this new era of industrial science—of dynamic investment opportunity—we offer you the 
most complete, personal investment supervisory service available today. 


Investment Management Service is designed to help you to own shares of companies that will 
PACE THE NATION’S GROWTH .. . leaders in electronics, aerodynamics, “push-button” pro- 
duction . . . prime beneficiaries of the dual war-peacetime future of the atom. With our counsel 
you can share in huge profits to flow from our coming network of “throughways,” the St. 
Lawrence Seaway and other vast projects ... from Canada’s boom , . . from the host of new 


products, metals, chemicals, techniques . .. ALL WITH DEEP INVESTMENT SIGNIFICANCE. 


with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves vou of any doubt concerning your 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 





investments. 


ment probabilities—today’s factors and tomorrow’s . . . -_ 
. Complete Consultation Privileges: 


outlook. 
You can consult us on any special investment 


problem you may face. Our contacts and original 


Issues to Hold and Advantageous Revisions: 
research sometimes offer you aid not obtainable else- 


Definite counsel is given on each issue in your 





Pap: 4 where—to help you to save—to make money. 
account . . . advising retention of those most attrac- 

tive for income and growth .. . preventing sale of 
those now thoroughly liquidated and likely to im- 


prove. We will point out unfavorable or overpriced 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
securities and make substitute recommendations in transaction and help you to minimize your tax lia- 
companies with unusually promising 1955 prospects bility under the new tax provisions. (Our annual fee 
and longer term profit potentials. is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 


Close Continuous Supervision of All Holdings: the net cost to you.) 


Thereafter—your securities are held under the 
ple . ; Annual Personal Progress Reports: 
constant observation of a trained, experienced Ac- 


count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as te the position of your holdings. It is 
never necessary for you to consult us. 

When changes are recommended, precise instruce- 
tions as to why to sell or buy are given, together 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amount of income it 


has produced for you. 





Investment Management Service has prospered by earning the steady renewals of its clients 
(many have been with us 5, 10, 15 and 20 years)-through actual results that have proved 
our counsel to be worth many times our fee. You owe it to yourself to investigate our Service. 


Full information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how our counsel 
can benefit you. 


INVESTMENT MANAGEMENT SERVICE 
1 division of Tue Macazine or Watt Street. A background of nearly forty-eight years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 





Only STEEL can do so many jobs so well 


2 een 
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Wheat Suffocation. Stored wheat needs let 
of air, or it will mildew and rot. Giant-sized 
USS American Quality Springs are covered 
with Cyclone Insect Screening to form tunne| 
through the wheat piles. Air is pumped 
through under pressure to ventilate the whea 
and keep it sweet and dry 


$4 


Steel Diet for Golf Shoes. 1f you play 18 
holes of golf on a normal course, you take 
about 12,000 steps, so a light shoe is very im- 
portant. The world’s largest golf shoe manu- 
facturer found a way to reduce weight by 1/3 
—by adding steel construction. The spikes 


screw into an inner sole plate made from USS j ahd 
Stainless Steel. The resulting shoe is feather- Thousands of Horses... Coming Up! It take 
light, flexible as your foot, and you never fee!  88S0line to get the horsepower out of yo 
the spikes automobile, but first it takes horsepower 
get the gasoline out of the ground. Show 
here is the power frame for a gigantic “Oi 
well” slush pump that utilizes nearly 1,00 
input horsepower to force mud down into ¢ 
oil well while it is being drilled. United State 
Steel makes a complete line of oil drilling 
production, pipe line and refining equipmen 


Hard as Steel, Soft as Rubber. The wheels of most trolley cars have a hard steel rim, 
but they are fastened to the hub with a band of tough rubber. These Resilient Steel 


Wheels, supplied by United States Steel, last longer and ride easier than solid steel wheels This trade-mark is your guide to quality Stee 


SEE THE UNITED STATES STEEL HOUR. It’ 
full-hour TV program presented every ot 

fa week by United States Steel. Consult your lod 
newspaper for time and station 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TU 
OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBUR 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY 














